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J. H. W. BOWER, Esa., Secretary. 


HON. J. D. REID (Examined) 


THE CHAIRMAN: Q--Dr. Reid, what part did you have 

in the nerotiations which took place for the sale of the 
Seymour Power interests to the Government of Ontario ? 

A--Well, I don't think that I had anything to do with it, 
except that during the tine they were nesotiating, that is, 
the Ontario Government, or the Hydro-Electric Power Commission 
and the Seymour Power Company, they eppearad at different 
times at Ottawa in ordcr to get their water »nower settled, 

j--What did they want to have settled ? A--Their water powe1 
question. You see, there was a cispute which had been going 
on for a number of years between the Ontario Government and 
the Dominion Government as to who owned the water powers on 
the Trent Canal. The Dominion Government claimed they 
owned the water powers on the Trent Canal, and a number of 


years ago -- I don't know how many, probably 10 or 15 -- 
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gay without the records, hut the whole file is there, and I 


~1401- 
at all events the record will show, the Seymour rower 
Company got leases to several of the watexpowers, 
COMMISSIONER HANEY: From the ¢ 
a--From the Dominion Government, and there were some other 
powers th t they claimed they had the oromise of, but the 
Leases had never been executed, that is, between the Seymour 
Power Company end the Dominion Government.» 
TH; CHAIRMAN: Q--Do you recollect what sites they 
were ? 
A--T cannot without locking wo the records, but I think 


there were two or three at loast of the water powers the 


leases of which had not been granted by the Government that . 
was in power previous to 1911. 

g--But had been promised ? A-~-The Seymour Power 
Company took that position. 

n--Was there anything on record to show 7? 

A--I think there was some corre! pondence - 


o--You cannot say nogitively ? A--T would not like to 


am sure the Department would let you have it, because there 
49 nothing that is gecret in it, but if T remember rightly 
my impression was that there wae restly some kind of an 


undcrstanding tha? when the tovernuent was ready to grant 


shose leases the Seymour power Commany were to have then, 
ana the Hydro-Electric Power Commission, I think represent- 
ing the Ontario Covernment had, some time previous to my be inj 
Minister -- | 

g--I should have said you were Minister of Railways and 


Cunals ? A--YeSe 


Q--From what time ? A--2:0m 1917 to 1922, bute 1 think 


it was previous to my coming. At sil avents, there were 
some letters protesting against the Dominion Covernnent 


granting any more leases to the Seymour Power Company. 
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Q--Mr. Pope, Secretary of the Hydro-Electric Power Company 
told us I think the other day that they hed letters from the 
Govormment promising certain leases to then? 7 

A--I am only speaking prior to our coming into power in 1911. 
The promises had been made to lease. 

4--Yes, to the Seymour people ? °— A--Yes. Well, then, 
the Hydro protested against the Dominion Covernment granting 
any more of those leases. They claime’ that the Ontario 
Government owned them and had the right to lease them. 

Q--I think Mr. Pope said that cubseyuent to 1911 letters 
were written then from Ottawa promising certain sites, 

8 and 9 I think ? A--I think it was 8 arf¥ 9, That might 
have been prior to my becoming Minister, Tf camot say without 
the file. It may have been, but I don't remember, I 
wouldn't remember without the file. There w.s an action 
entered in the Courts by the Ontario Government, if I 
remember rightly. 

Q--To determine 9 A--Who were the rightful owers. 

Well, those negotiations were going on, anc then there was e 
very strong feeling that the water powers along the Trent, 
any teat were not leased, shonlid be developed by the Hydro~ — 
Nlectric Power Commission, 214 thnt they should be sontrolled 
by the Hydro-fleotric Power Comission. For that reason, | 
While I was Mimister, I did not ox would not agree to trunsfer 
or to ates tie powers until they got this settled, and 

while the negotiations were going on, if I remember rightly, 
there were those representing the Seymour Power Company 
claiming they should have them, and the Hydro-hlectric 

Power Commission claiming they should have them, and anythine 
thet I had to do was in endeavouring to get them to cone 
togethor. 

Q--The question of the ovmership of those w.terpowers had 


very little to do, had it, with the difference between the 
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Seymour peovle and the Hydro-Electric Power Commission? 

A--Well, it would have quite an effect if the Dominion 
Government were to lexse these powers, some o* them to 
the Hydro-Electric Power Commission, and then let them in 
in oposition to the Seymour Company. 

--That wes the question, wasn't it ? It was @ question 
as to who should get the water powers from you? 

A--That was it, and then there was the strong feeling, of 
course, that it would bebetter instead of having that 
competition to have the Commission operate the whole thing. 

a--Why so ? A-~TI would not take any part, insofar as the 


4 


lessing of the wator powers was concerned, until they got 


together. 
Q--But you were not Minister of Railways then 7? 
While 
« «> 3. I was Minister. 


Q--Oh, long before that ? A--I was acting at different 
times, a good deal for two or three years before the late 
Mr, Cochrane vacated office, and I did come in in that way. 

Q--Not in any other way at all ? A--No. 

4--Who approached you first, Dr. Reid about the difference 
between the Seymour Company and the Iiydro-Hlectric Power 
Commission, and the desire of the Hydro to get into the | 
Trent District ? A--Oh, I don't know that anybody approached 
me, I camot say wate one appearet there first. 

Q--Did the Seymour people enter any protest against the 
Hydro being let in by you ? A--As far as I can remember, I 
think the Seymour Power Company protested aguinst us leasing 
these water powers to any other then the Seymour Power Company. 
You see, they claimed that as their right. 

Q--They could claim it on a broader ground ? 

A--I cannot remember that. I think the only point they 
raised with me was that these were their powers, thst is, 


when the lease was granted it should be granted to then, 
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and my impression was, in looking over the file at the 
time, and from the way the matter was placed before me, 
that if the Dominion Government decided to arent the leases 
if shoulda give them to the Seymour Power Company on account 
of the pledges that were made. If we had granted those to 
the Seymour Power Company, th se two, we would not be carry- 
ing out promises that had been made by our predecessors and, 
at the same time, it would have raised quite a strong 
feeling, a vublic feeling. ) 

Q--So what steps did you take to settle the matter cs 
to which one snould have them ? A--Well, I just simply 
wre's them both, that they should get together, The 
Seymour Company were juite willing to sell, and the others 
wanted to buy, They were just as anxious to buy as the others 
were to sell, so I wrote them to try and get together and 

settle it. 

a--S0 if they settled their differences there would then 
be no objection to granting the power sites to the one that 
bought out the other 7? 

A--If the Seymour ower Company sold to the Hydro then we 
could easily enough have leased the »owers to them, or te th 
Ontario Government. The Ontario Covernment were the ones 
we were dealing with, and if the Ontario Government were 
Willing to let the Seymour Company operate in that district 

and withdraw their objection to these claims then there 
would be no objection to leasing the sites to the Seymour 
Tower Company. ‘hat is the wy I felt about it. 

4--You paid they were negotiating for the sale. Why 
wasn't the sale carried out before it was ? A--Well, 

I don't know. 
Q--Was there any difference in price ? A--Well, I don't 


know. Of course, there must have been a ditference in 
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Q--That wae the difficulty ? A--That, no doubt, would 
be the difficulty, why the delay occurred. 

q--Do you recollect what amount was offered by the Hydro ? 

A--If I remember rightly, I think the Seymour Power 
Company were negotiating for a cash sale of that property 
and, if I remember rightly, there wasn't an awful 14t of 
difference between then. At lease there was a lot of 
difference between them, but it was settled some way by 
giving the Seymour Power Company the amount, by issuing 
short-term bonds. If they had made a cash sale at that time, 
as the negotiations were beings carried on, of course, they 
could have reinvested their money and it would have meant 
@ lot more to them I think in the end the Sun Life got 
what money they put into it, but they made a big loss by not 
getting the cash. 

Q+-They wero not taicing, long-term bonds ? 

A--Yes, that was the first suggestion, long-term bonds, 
50-year. Iam only trusting to memory, I have not dis- 
cussed this with anybody since that time, but if I remember 
rightly the Sun Life had a certain amount of money invested 
4n that property. | 

2--Y™ have not spoken of the Sun Life before ? 

A--When I say the Sun Life it is the Seymour Power 
Company. I thought it was the Sun Life that owed it. 

It was the Seymour Power Company, whoever that is, and they 
wanted the amountthey had invested in it, while the other 
~arties would not pay that amount but quite a lot less. 

If they had got the money instead of the bonds at that time 
it would have meant an awful lot more by reinvesting the 
money at that time in 5, or 6 or 7 per cent bonds, so they 
settled it in that way, at least that was just the way I 
understood it at the t ime. I had not anything to do 
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with the negotiations at all at the time. 

Q--As a matter of fact you were present when the negotia- 
tions were brought to a finish, right in this building? 

A--In this building ? | 

47-Yes. There is a memo. handed to us £vom the Hydro 
Electric Power Commission's files stating you were present 
one Saturday afterndon when the matter was finally agreed to? 

a don't remember being at any final settlement of 
that kind. 

a--They mentioned you end Mr. Ferguson, Mr. Lynch Staunton, 
Sir Adam Beck and several others ? 

A--I don't kmow that I was there on that particular occasion, 

q-~And Mr. McGarry ? A~-I may have been here at that 
meeting, but I was not here for any purpose of that kind. 

Q--You understood you say that the matter was settled by 
them giving long-term bonds instead of making 4 sash payment? 

A-=Yea. If they had made the cash payment, as was under- 
stood at the time, at least that is what I underztood at the 
time, that the Seymour Power Comeany were selling it an? the 
others were buying on the cash basis, but there was quite a 
diffdrence between them, and I understod that they gave 
them long-term bonds for about the amount they had in it. 

Q@--Do you recollect the rate of interest it was ? | 

A--No, it is a long time ago. 

j--When did the Sun Life people appear first on the scene? 

A--When I say the Sun Life controlled it I don't know. 

a--They held the bonds ? A--Well, they held the bonds, 
but it was only their representative that I ever saw, the 
lawyer that repregonted them. I never had anything to do with 
any of them, none of them ever approached me. It was only 
their solicitor that apyoared in Ott-wa to see me as Minister, 
or Acting Minister. 


Q=«Do you reoall how it was when, «S you say, the agreement 
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was that they should take long-term bonds that they dia 
not get long-term bonds but short-term bonds instead? 

pees never heard that they got any short-term bonds. 

4--We have here a copy of a letter from Sir Adem Beck 
recommend ing the purchase of 50-year bonds at 4 per cent 
with sinking fund after ten years, but we find that the 
bonds actually given were 10-year bonds. Can you explain 
how the change was brought about ? 

A--I never knew before what length of term the bonds 
were. I understood they were to give long-term bonds, 
or take bonds instead.What interest were the bonds. 

a7-What interest were the bonds ? A--Yes. 

i--FPour per cent? A--10-yvyear bonds ? 

ae-Yos?  A--Well, I never heard before. I understood 
they were to give long-term bonds instead of cashes 

J-=Did you have any conversation with Sir Adam Beck yourself 
about the subject ? A--Well, if I remember rightly, 
Sir Adam when he would come to Ottawa would diseuss this 
power guestion, and wanted leasas of these powers, and 
those all came up at that time in that way. 

i--He saw you on severel occasions ? A--Well, Sir Adam 
was often in Ottawa to see me. This power question would 
come up. It wasn't only that, but there wag the Niagara 
Power question as well. 

j--Both up together there sometimes ? A--Yes 

Q--The Sun Life, or the Seymour and Sir Adam Beck ? 

A--Well, there wae only the one representative of the 
Seymour Power Company as far as I can remember, that ever 
spoke to ma about it, thet is their solicitor. 

Q--Who was their solicitor,- lir. Johnston ? 

A--Mr. Johnston. I don't think anybody else sver 
spoke to me about it. It was about the powers, they 


were always at me about them, and I can’t remember, but I 
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think Lynch Staunton would speak to me about it, and 
Sir Adam Beck. They would a11 com o in to see me about the 
powers, 

a--There was quite a competition going on between them? 

A--Weil, I don't know. Sir Adam wanted to get the 
powers, and so aia the Seymour Power Company. 

2--Did you ever take the position that you would not give 
the Hydro-Hlectric Power Commission the powers unless thoy 
bought out the Seymour Porer Company? 

A--Oh, no, I never took that position so far as I can 
remember, I don't think so. 

Q--Wasn't that the effect of it, that ther should 
not have any powers unless these matters were Re culad wath 
the Seymour peonle ? A--llo, I cannot say that. The 
question, insofar ac the powers were concerned, was before 
the Courts. 

Q--Oh, yes, but the difference between the Seymour people 
and the Hydro-tlectric Power Commission was not before the 
Courts? A--I hadn’t anything to éo ‘ith these differ- 
enves, it was only the water »owers. 

Q--But they were competitors for those additional sites? 

A--Well, yes. Whe Hydro, no coubt, wanted the whole 
Seymour Power Company, and the position I took with reference | 
to those two powers was that, according to the files, there | 
was the question of them having been promised to the Seymour » 
Power Company. 

i--Mr. Pope says they wore promised to the Hydro, too? 

A--Well, I don't know. 

y--1I suypose the files would show ? A--The files would 
show that. 

Q--He said there were letters written but they were not 
followed up by an agreement ? A--wWell, perhaps so. 


I cannot remember. I think that would be in ilr.Cochrane's 
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time, at least as far as I can remember. 


-Q--Did you ever Suggest a price they should agree to pay 
aha Seymour people? A--No, I don't think I did in any 
4 way, as far as I know. . I suggested they should try and 
agree on a urice as the Seymour Power Company wanted to 
} Sell and the others wanted to buy, but I had nothing to ae 
_ with the price other than trying to get them together. 
; I don't know how they agreal on it other than. taking the 
: long-term bonds. | | 
i--Did you have anything to do, Dr. Reid, with Sir Henry 
‘Drayton coming up here to arbitrate on the aifforence 
between the Bydro-Flectric Power Commission and the Beimoe 
people? teotage don't remember. 
Q--As to what should be paid by the Hydro-Electrics 
Power Commission for the Seymour property ? 
A--Unless it was an Order in Council appointing him, of 
course, as a member of the Government I would, but TI don't 
remember having anyth ing to do with that, no. That must 
have been before my time. © 
Q--He came up here and began a hearing, but it did not 
proceed very far? | A--I don't remember having anything 
to do with thet at all, unless a5 a member of the Government, 
of course, when the Ordor-in-Council would be passed. 
“qe-Then you did come up you came un as Acting Minister of 
Railways and Canals, you say ? A--If I eame vrior to 
being appointed Minister then, of course, I would be here 
as Acting Minister. | 
2 ~The agreenent between the parties is dated the 10th 
of March, 1916, and the meeting was held on the 4th of March 
preceding that ? A--Well, you see, I was not appointed 
Minister until 1917. If I remember rightly, the Honourable 
Mir. Cochrane was ay in England. I know he wis away for 


several months ill and I was acting a lot prior, and even when 
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he was here he was in the hospital, he wasn't well at all, 
so that the last couple of years of ir. Cochrane's term I 
was acting & great deal for him, He would be away for a 
week or two at 6 timo, and I looked after the Department a 
lot in that way. That is the reason I had a good deal to 
do with it. 

Q--Dr. Reid, in the leases grantod to the Seymour, Power 
interests you had the right of cancellation, had you? 

A--Well, I don't know. There were none guaranteed 
by me while I was Minister, so I woald not recollect now 
about them. The Seymour Power Gomtins got no leasés 
while I was Minister or acting Minister. 

Q--And you are not familiar with the terms of the leases 
that were in existence at that time?  A--Not to the Seymour 


Power Company. 
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GEORGE H, LYNCH-3T.UNTON (B<eninea) 


THE CHAIRMAN: Q-+-You took somee ‘part. in those 
Peeeot tons: ly, Staunton ? Arold cannot say that I took 
any part in the negotiations, 

G--Vhat ‘was your position ? aAew-Well, I think Mee so far 
aS I can recollect about it, Mr, Fereuson -- 

G@--Is that the Hon, Nr, Ferguson ? A-~Yes, he was the 
Minister, and when those negotiations were going on ee Vadrie, 
Af I recollect correctly, “ ee know it is a good while AZO mw 
that he asked me to come down ‘and meet him regarding eS: 
purchase, but I was there simply ag solicitor, : 

Q--For whom ? > de=For Mr, Dereuson, 

Q--For the Ontario Government ? \a--For the Ontario 
Government, yes, and there Was a meeting with Dr, Reid 
and Mr, Ferguson and I think ii, Johnaton -- 1 am not quite 
sure about his being there -- and myself, and IIr, Ferpuson 
I think sent for Sir adam Beck. Sir Adam Beck came there, 
and I think Mr, Johnston must have been there at that time, 
because then -- 

ik, STRACHAN JOHNSTON: ai was not present when 
sir dam was present, I was present at the earlier part 
of the meeting. ea | Tate 

VIMNRSS: Yes, I think that was 1t, We were then 
negotiating for the purchase of thia. property, whethar it 
was about the price or what it was I am not sure, but ny 
recollection now is, when’ Nr, Johnston célis my attention to 
it, that Mr.Ferguson, Mr.Johnston and Dr.Reid had talked | 
it over for a while, This is only an impression, because I 
really don't remember whether Mr,Johnaton made a price or 
not, but my impression is that he wadéa price for the 
purchase of this property, and then they sent for 
Sir Adam Beck, 
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. ge -Why? A--Well, for Sir Adam Beck to anprove of it as 
I recollect it, and then when he was there Mr. Fe. gugson asked 
Sir Adam if he were satisfied and approved of this purchase. 
He said that he did. Well, he said to | him, I would like 
you to write us a letter to that effect, because I do not want 
to act without your approval. And then I think I drew up a 
little letter of approval, and this letter was sent in 
by the Hydro. Now, that is my recollection. 
i--This was at what time ? A--Oh, I don't remember the 
date. | 
' wn-Do you remember what time of day it was ? 
A--I do not. lily idea is it would be in the morning, but 
I don't remember in the least, 

Q--The memo. we have says it was in the afternoon, a 
Saturday afternoon? A--It was daylight, that is all I can 
rememb ¢Y » 

Q--Yes, the 4th of March. The agreement was finally signed 
and dated thel0th of March?  A--I cannot recollect it at 


all. TI cannot recolloct whether it was the morning or 


} 
| 
s 
| 
| 


} 
; 


afternoon. My impression is it was morning but I may be 
quite wrong. | 

a+-So you drew up the letter ? A--I think that I arafted 
a letter, a short letter. 

Q--Mr. Ferguson said that they wanted Sir Adam Beck's approval 
of.the purchase before making it, and then you drew up a 
letter ?  A--No, I don't think that he éid, I think he 
asked Sir Adam Beck if he approved of it, and I think 
Mr. Herguson's idea was thet he aid not want the Government to 
purchase it without the approval of Sir Adam Beck. That was 
my impression. 

Q--Then what wae the object in your writing this letter 
for Sir Adam? A--You know they always keey records 
in those Departments of everything, so that it would be put 
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Q--So that this approval of the purchase might be put on 
record? 4--That is my impression. It was a mere formal 
letter. | 

Q--Yes. Here is a letter that we find on the files, 
dated the 4th of March, 1916, addressed to the 
Hon. G. Howard Ferguson, Minister of Lands, Forests & Mines, 
Parliament Buildings, Toronto. It reads as follows: 

"Referring to the Eleotric Power fompang) 8 
interests in the Trent District, I would recommend 
that the Govermaant offer the Electric Power 
Company, including all interests controlled by it, 
for all their physical assets, {excluding the 
accounts receivable and payable) franchises, rights, 
interests, contracts, works, etc. as they existed on 
March 1s¢, 1916, and as added to since that date, 
the sum of $8,350,000 in 4 per cent Government Bonds 
interest payable half-yearly. Bonds redeemable in 
fifty years, such bonds shall provide for the 
deferring of the sinking fund for the first ten yearsi." 

A--I cannot say whether that is the form of the letter that 
I drew. 

Q--The memo that we find in the Hydro's filee seys "A letter 
was drawn up tentatively by Mr. Staunton a writing, and 

which Mr. Gaby was instructed to have typed". 

A--I think that is correct, but whether that is the letter 
or not is a matter that I would not like to cond im or deny, 
because I cannot remember. 

y--If that is not the exactletter would those be substantial?, 
the terms, do you recall that? A--Well, I really don't 
know, I thought it was 98,000,000. I thought it was 9a 
$8,000,000, but I don't remember that. | 

y--$8,350,000 it says here? A--I% nay be right, I don't 


remember that. I know I afterwards drew toe Bill for 
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Mr. Ferguson to vut through the Legislature. | 

Q--Confirming the sale ? A--Confirming the sale,yes. 
as drew the Bill, I remember that quite distinctly. Whether 
_Idrew the agreement, now I don't remember that either, 
but I drew the Bill. 

a--What else took place at this meeting of which you 
} speak ? Was the letter signed there by Sir Adam? 

A+ -My idea was that it was not. My idea was that it went 
back to the Hydro office and was sent from there, I don't 
remember. Sir Adam signing it, he may have. I don + know that 
he signed the draft that I drew, I thought he took it back 
to his officc, 

4--It says here, Mr. Staunton, that Kr. Geby waa instructed 
to have if copied ? A--Perhaps that was it, I wrote it in 
longhané, 

Q--Yes, Mr, Gaby was instructed to have it typed, 7 

HON. MR. FERGUSON; It was typed and signed right there, 
"brought back and signed right there, 

WIMNUSS; Well, I don't recollect that he took it away 
ané brought it back. Perhaps he did. I know that he did sign 
the letter, I know that. Now, then, probably it was signed 
dn my presence, because I imow he nore the letter. I think 
it was Saturday afternoon, that is right. My recollection 
ig there wes no stenogrepher available, and Mr. Gaby took 
it down to the Hydro o*fices and brourht it back. 

THE CHAIRMAN; That is according to the Hydro memo.? 

A--I think that 1s quite correct. 

j--It doesn't say so that Nr. Gaby brought it back. 

HON. MK. PERGUSON: Someone browht it back, I think 
that is right. | 

THS CHAIRMAN: 4--De you recall who were present at 
that meeting bestde yourself and Kir. Ferguson ? 


A--Well, my impression is Mir. Ferguson,Mr. Johnston, Dr.Kei’, 
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: Sir Adam Beck and myself. I don't recollect Mr. Gaby being 
present at all. 
Q--Mrs Gaby, it says, was sent for ? 
A--Well, I don't imow of Mr. Gaby being present at ell. — 
COMMISSTONAR HANEY; There were evidently two meetings, 
the meeting between yourself without Sir Adam and a meeting 
avterwards when he was sent for? | 
A+-I lmow I was there at a meeting before Sir Adam ienived 
Q--Then Mr. Johnston withdrew, as I understand it ? 
A--That may be quite right. He says 80, and I assume Ht is 
quite right even if he says S06 
THR CHATRMAN: I think we will have to accept 
Mr. Johnaton's statement. Was any decision arrived at 
at the meeting prior to Sir Adam Beck's coming there ? 
Ae-I think it all turned on Sir Adam Beck's approval, if I 
recollect. I think they were satisfied if Sir Adam Beck was. 
VR. JOHNSTON: Iwas not satisfied . 
A--Well, I think Mr. Johnston outwardly appeared to be 
a reluctant. I don’t mow whether externally he was reluctant 
or note 
MH CHAIRMAN: --How do you account for the change 
that while this letter states that the ponds should be 
50-year 4 per cent bonds the agreement provides that they 
| ghall be 10-year 4 per cent bonds ? 
A--Well, I never knew until your representative told me 
that there had been any change e 1 never had anything 
to do with it after the Act was draw. 
WR. HANEY: 47 -Would it be in the Act 10 years or 50 years? 
A--I don't remember what the Act provides for now. 
HON. MR. FERGUSON; ‘The Act confirms the agreement. 


THE CHAIRMAN; Yos, I think 80. 
WITNESS: I knew of no change in the terms. I aon't 


think I was in any way consulted. 
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Q--I think you said just now that you might have dram 
the agreement. You are not sure who drow the agreement? 

A-~Yos. 

Q--If you drew the agreemont would you probably have an 
impression as to the reason for the difference between tt 
and the letter. ? 

A--I really, Mr. Chairman, do not recollect anything about 
a change. 

THE CHATRMAN: Mr. Johneton, Mr. Staunton didn't 
draw the agreement, did he ? 

MR. JOHNSTON: No, I drew the agreement. 

MR. HANEY: That accounts for the change, I supnose. 

WITNESS: Well, I don't know whether I drew it or not. 
I thought perhaps I did because I was acting for Mr,Ferguson, 
but I don't kmow anything about it. 

THE CHATRMAN: Q--Did you have anything to do with any 
conferences as to the price, with any of the parties, 
prior to this time? | A--Well, I really don't remember 
whether I did or not. 

Q--Do you recall what price the Hydro themselves ee 
offered the Seymour people prior to this ? A~-No, 1 can't, 

Q--Could you go so far as to say thoy had made an offer 


but it was for a less amount ? A--Indeed not. My impression 


was that I had never heard of any price from the Hydro till 


this time. 
d--Did Sir Adam Bedk raise any objection to signing that 
lettcr at the time? A--Not that I remember in the least. 
y--To yourknowledge, had any pressure been brought by 
the Dominion Government to bring about the sale of the Seymour 
interest to the Hydro? A--Not to my recollection. 
dein your negotiations with themwas anytoing said as to 
théir attitude 7? A~-I never negotiated with the 


Dominion Government that I recall regarding the purchase of 


‘this property. 
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Q--Your negotiations or interviews with the Dominion 
Government would be in connection with that action thet was 
brought on? A Yes, 

Q--By the way, what became of that action 7 

A--Well, that action went on to issue, and then the 


Deputy Minister of Justice at Ottawa, hir. Newcombe, and I 


negotiated for a long while to settle. the ‘ection, and eventually 


Sir William Hearst and I -- I don't know whether Mr. Ferguson 
was with us or not -~ but at all events Sir William Hearst 
and I went to Ottawa, and we made a settlement of the action. 


Mr. Forguson might have been in it, but I don't recollect tint 


he wase 


Q--Sir William Hearst beanms Primo Minister at the end of 
1914, 
HON. MR. FERGUSON: I was there, 
WITNESS; As I say, we went to Ottawa. I hat taken the 
position, for the Ontario Government, that the Ontario 


a: Government were the exclusive owmmers of all the waters in 


the province in navigable streams and lakes, and Mr.. Newcombe 


eventually agreed that our »osition was correct, and then we 


H pate & proposition to them that all the waters Bin they took 


9 from the -=< 


THE CHAIRMAN : The Trent ? 


A--No, from the public rivers and lakes for canal purposes 


Beehowla be allowed to be taken free, that all the surplus waters. 
that they sold to power users, they should account for to the 
Province. That is to say, we would have s 50-50 divide, 

they having made it available by their canals and we providing 
“the water. We considered thet fair. This agreement was 

out in writing and was settled by the Minister of Justice, th 


Ministet of Railways and Canals, and Mr. Ferguson and 


‘- 
‘Sir William Hearst acting for the Province, and we sventually 


arrived et the form of the Order-in-Council that was to be drawn 
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and the agreement, and I have never been able to get 
the Minister of Justice to put that through Council, ana it 
has been lying there ever singe. 

q--So the action ig still pending ? A--Oh, it is still 
pending. I have written a report to Mr. Drury and one to 
Mir. Raney which, I think, is substantially what I have told 
you now. i) 
7 w--Did you haw anything to do with any negotiations between 
the Seymour people and the Hydro after that meeting at the 
Parliament Buildings rc A--Nothing that I can remember of 
at all. 

d-~You considered the matter as settled at that time, that 
they would take it over at that f#igure and on those terms? 

A--I Gee iit eee 

Q--You were sure that they were taking it over on the terms — 
of that letter from Sir Adam Beck ? 

A--I thought that that was the end of it. 

d--And you never had anything to do with any change in it 
subsequent to that date ? A--None whatever except to 


draw that Act, I see I didn't draw the agreement but I did 


draw the act, 

COMMISSIONDR Re &. ROSS: 2--In the agreement between 
the two Governments with reference to the waters of the Trent 
the Dominion Government still retained in its possession the 
. rights to fix the rates for power ? 

A--Yes, they had the right, but they must sllow the 
frovinee, or its nominee to take the water -- 

HON. WR. FERGUSON; The whole thing, Mr. Chsirman, 
is set out in the memorandum. 

THE CHATRMAN; Was the memorandum ever signed ? 

WITN#SS: It was agreed uvon, the Department of Railways 
and Canals agreed unon it. 


DR. REID: It was never agreed upon because, as a mombex 


gen of ofda maad ts sake ava | 


? 
* 


> a 


Ve yao 
* at oe 


“{ftte ef ti .dO-~A 3 githineq fLite ai iaktes sit Bas 


Lite pes “ove: ghost 


5 ' i one f 
a a s ‘ ott ogre wo oe per oh 4 < 
oF en0 fas vant? .TM of Feocet 5 es wet TZ 
4 Y . - . 


i om 
aa i en a ae? : te ob } os . "Hed ret : 2 
hid Te Pf Tad €1; 16 .£ Vite & o at it ay of 2 a? 9 , Erte’ a O52 2545 aa OY, Litiewy 
‘ 7 = 
: (ust Pe () e 
5 ny + 3 “ah LYSOM FET 2Oui8 OLEH Shiv ska sige og wworred 
, ie 2 
i . vt 
4 r r: re vy of -¥ ea f : = a 
Yo todas ie T £MSE , FRG had, doe LG ™ 25 3 GAs RY ye ce 
} ; . a 
, 
tT e ; 
t 1 
j : 
: ., 
‘ at ager 4 eet. ona ho Ran of sbob pa bevy vm thaw #afA® $ ae es  g \ 
2a Ye VY Oe - Get VEL OR Bb Rowan tity +e “cod arto Oke = 
. ’ " om Me : ‘ ; + v is 


Tantites seocdt oo boxe egugt = ret? 7a taro i aatieth hives Ya ee 
: thts ” - 2 x ; V * Ce Ue ek: 
‘ , E , 1 RRR Sy es 
i aan : on ait 4 Fe ye 


REE Sel > siete We a | Sa ke eee ie | oa ay au aR ia 
BET og a0 v 480 Terese Baa etary 'y arf o Fagy ot Cie orew rte oS 
‘ t i 


ay eR ol at j hi 
hy . as Pe i Sok 


Y ek CO ONS Biv Baw Tandt’ Tans Higuods To 


\ oe My 

A om Bh. = sites o _ td Gain df vd dow “a ne 2 . z 

* Vi Mh -egiedo woe atew of of onkdters had tacos HO, bak += § 

: (OF FIUSHORS Lavad ew ai i fled ' ? efa5 tan t of Pros pani 
Bi eg 6 SER oie Mes Fae . ong (Pave i iP mn x § J ee “be > nk tan 


ARE nf oa "a eee Tart Cae “OT pare i 

San od Tome Team ete or - yt r =e Binh) fw 4 

LEVEN Si Some cee Lae pi Seba te wh WTS AMOT ae TOS 
ove ix ye by ye oy, my af i oy * sid ds LO en Ps ‘ 

deo? on) if Reo. add oF sdnteteter Athy eteoncwy ron ‘owt 

\ sq 5 x . . se 


“ee rea ee aaory bid ae Poe ew oe Pek or A ae de 7 
evi i eee rt HHS Aar oe ea _M Rraror LES UR det acuyy ovo D | not abinod 


- bi J ° n * ole : 
? Nowe “rot B@oataz até st 
a 


ate 


™ ris a ie 7 
rec aeer Pf cy ri ve tf ae. eee ee wm I * err ‘ ws Te 
4 qhkeesiba do a5ky eae og Hee ATS Fe iD ahs ‘ Koay : a 0M HOF 
; ‘ 


“al 4 ' “% ¢. de ey . 


re TT NSIS tave mebros tose odd a 
hv 4 4 


_ ‘ Pate. kee 
tO Sriacitads uly | MOS Dee Riot 
a 


| 
i 
{ 
+ 
. 


+ 


a 


a ra 
° > 


GOP ae. 


ae oS er eA ded Se i 


~1419- 
of the Council I would never have agree’ to it, «and since 
then there has been a docision of the Courts that we were 
right in the position tzken, that in, insofar as the Trent 
is concorned. ‘ 

SENATOR STAUNTON: There neysr was any decision, as 
far as I can romember. 

DR. RAID: It was never signed, that is why. 

MR. JOHNSTON: All you have to do is to read ite 

THS CHATRMAN; You mean the Government has never paid 
half over to the Provincial Government? 

DR. REID: Never. 

WIZi285: Dr. Reid may say so, but I have been 
negotiating with the Dominion Govornment and they never told 
me that. This is the first time I ever heard of it. Neither 
he nor anybody else ever told ma. 

HON. MR. FERGUSON; At any rate, it ; ot as far as 
Council, and that is where it was blocked, but the memo. is 


in the Department files dow there at Ottawa, it is available 
in the Railway Department. 


COMMISSIONER R. A. ROSS: I suvcose that agrecment would 
be to the exfect that the Province had the right to the water. 
DR. REIN: fo half the water, ; 
WITNESS: That is the agreamont anyway. ie / 
(TH CHAIRMAN: 49%--You say you drafted that act that 
Was passed by the Legislature, Mr, Staunton? 

A--Yes, I am quite sure I drafted it. 

Q--Well, how was it, if you drafted the Act which provides 
that the bonds shall be 10-year bonds instead of 50-year bonds, 
in effect, because the agroement so provides, that you did 
not raise the question? A--I simply drafted the Act. , 

HON. MS. BERGUSON: It would not be any of his business, 
he was acting es solicitor. 
WITNESS: Undsr the inetructions of Ur. “erguson, that 


is all I did, but I know I drafted the Act. I have no 
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hesitation in saying I drafted the Act under Mr.Perguson's 
instructions. 

TH CHAIRMAN; Q--You don't :member this question 
being raised at all fy 

ena, t do not, and, apoarently, I simply drafted the 

Act to confirm the peeeenene put I think I started the 
Act that very day. 

COMMISSIONER HANEY: Q--Senator, in connection with the 


Ws + 
hipissing 
Peete vee Solliy: tt 


properties of the Seymour Power Company the 
included, I presume ? 

A--I don't recollect that. 

Q--But that was part of their property ? <A--You mean 
this thing -- 

2- -At North Bay? A--I don't remember what the properties 
included at all. 

a--You have no knowledge of the schedule, or anything of 
that kind ? A--I may have had at the time but I haven't 
now, 

THA CHAIRMAN: Q--Did you understand the letter which 
you wrote or drafted for Sir Adam Beck to sign to Peaeite 
ali the properties of the Seymour Power Company a 

A--I don't know. I wasn't aware of all the properties. 
Whether it included all the »roverties of the comveany or not 
T don't Pomenbe Ye 

3--Did you know that the Commission had had an inventory 
made of these propertics, and a maluation made ? 

A--I think I did, I think I knew that they had one, I 
knew it  eith:r before or since. 

QeeAnd 414 you underatand the letter wiich you wrote to 
cover the »roperties which were included in their inventory? 
A--I wnderstood the letter to cover the sropertics they 

talked about chat day, but what tiose ~roperties were I 


don't remember. I don'¢ ramsmwber whether eny «ue stion 
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was ever raised about this Nipissing matter in my presence. 
4--Was it raised ? A--Whether it was in or whether 
it was out , and I don't know what it is now. 
Qe-You have not heard before now thet it ever had bem 


raised? A--Only your representative telling me the 
other day. I don't know whether it is or what it is, 


COMMISSTIONUR HANEY; The letter only refers to the 
oroperties on the Trent System. 

TH CHAIRMAN: The Hydro-Hlectric Power Commiss ion 
contended that the Lotter covered all the properties of 
the Seymour Power Company. 

A--Well, upon my word, I don't know whether they did or 
whether they didn't, 

Q--Did Sir Adam Beck ever spoak to you about the change 
in the terr sf the bonds ? | 

Ae--T don 't know that anybody ever talked to me about 
any changes made in the agreement until, as I say, your 


representative told me & couple of days ago. 
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STRACHAN JOHNSTON (Examined) 


THE CHAIRMAN: Q--Mr. Johnston, do you remember this 
interesting event of the meeting up at the Parliament Buildings? 
A--Perfectly, so far as I was secret 
Q--What do you remember about it? 
A--When I was present there was ae, Ferguson, Dr. Reid and 
Senator Staunton. They were all trying to induce me to sell 


the properties of the Electric Power Company. 


g7~-I snould have said you were President of the Electric 
Power Company ? A--Yes, but I 25 really acting as Counsel 
although I was President and had been for a short time. 

Q--They were all inducing you to sell ? A--Yes,. 

Q--I ee aehtivon wanted to sell ? A--Who told you that ? 
i Q--Well, that is the impression I gathered from what I 
have heard about it, but it was just a difference in price. 

A--Well, of course, you would sell anything, Mr. Chairman, 
for your proper prico. 

Q--What took place at this preliminary meeting? On what 
grounds were you asked to sell ? 

A-«They told me that the Hydro wanted to get into that 
torritory. 

i--It could not get in unless the Dominion Government gave 
it leases on the Trent? A--No, or winless it expropriated 
some of our properties or rights. 

j--What interest had the Dominion Government in the 
question as to whether you aie sell or not ? 

A--I don't know that the Dominion Government had any 
interest at all. 

y--Dr. Reid was there ? A--I didn't send for hin. 

Q--But he renresented the Department of Railways and 
q Canals, aoparently ? A--I supvose no did. 


Q--And gid he urge you to selk 7 A--I think my recollec- 
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oe 


tion ia he joined in the chorus, yes. 
COMM ISSTONUR HANEY: --It was a quartette then ? 

A--Well, no, if was only a trio, I was the audience. 

HON. MR. PSRGUSON: Mr. Chairman, may I suggest you get 
the carlier history of where Sir Adam Beck first went to 
Mr. Cochrane, that is where it first started ? _ 

THE CHAIRMAN: We will be pleasea to hear all about that — 
Hr. Ferguson. 

HON. MR. PSRGUSON: I think it will give you a clearer 
vision of the whole situation. 

DR. REID: I all started prior to my being Minister. 

WITNESS: A long time prior. 

HON. MR. PRRGUSON: It was just after Mr. Cochrane went 
to Ottawa in 1911. 

A--Yese 

THE CHAIRMAN: Q--Well, tell us, Mr. Johnston? 

A--Well, you know, Mr. Chairman, if I were to start to tell 
you the story after six or seven yoars we would be here for a 
long time. Don't you think you had better ask mo que st ions? 
4--There are so many of these things that I know very little 
| about 4mné that you mow all about. I think, perhaps, the best 
4 way to get along would be for you to tell your story, and if 
you haven't made it plain we can ask you questions? 

A--T will try and make it short. In 1911, that was shortly 
after the Conservative Government was returned to nower and 
Mr. Cochrane became Minister of Railways end Cnnals, a 
| deputation from Eastern Ontario went to Ottawa, and requested 
or demanded that leases of some of the undeveloped water- 
| powers ghould be given to the Hyaro-Blectric Power Commission. 
Let me toll you this, by way of preamble; That when 
My, George “raham was Minister of Railw-ys and Canals 
he encouraged the interests, which we will call the Slectric 


| Power interests, to go into that country and to develop the 
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powers on the Trent River. 


Qe-Whet was the nature of the encouragement ? 


ee eS a 


A--The position was this: Tho Neminion Government had 

determined somewhere about 1906 or 1907 to go on with the 
Trent Valley Canal, and to complete the canal. The Trent 

Canal had been a canal for a great many years before 

Confederation, and under the British North anion Act 

all the Trent River was vosted in the Dominion Government 

ask @ canal. If you are interested in following that up 
. you can find that that is the @ecision of Sir Walter Cassels 
| in the chee of King and Kilbourn, reported in the Exchoquer 
. Court Resorts seven years ago. Mr. Graham was aware of the 
Dominion title, and he was aware of the law regarding riparian 
righte which had bem brought to his attention. 

Under the Expropriation Aet of the Dominion Act it is 
proyided that any waterpower created by any Dominion work 
shall be the property of the Dominion, and that these water- 
powers may be lessed or solé by the Minister under Order-_ 
jn-Council, but it is also provided thet no such lease or sale 


shall prejudice or affect the richts of any riparian order . 


| 
| 
: 


As you know, sir, being a lawyer, the tivle to vaterpowers, 
or the right> to use waters, has noth ng to do with the bed 
of the stream, 1t is just as the ee indicates, it is the 
riparian rights. The owners of the banks aré the people tho 
have the right to use the water. vee 

The projectors of the Rlectric Power Company acquired 
the riparian rights slong the Trent River wherever there was & 
waterpower to be developed, and, consecuently, they were 
the people who were entitled to the witerpowers, «nd they 


were the people entitled to leases from the Dominion Governmen. 


because, as I say, the Bxpromriation act says that no 
lease or sale should affect the right of eny riprrien owner 


therefore, the rfparien owners were entitled to the uae of 
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the water. 

Now, Mr. Graham is on record in Hansard in several 
places regarding these waterpowers, and the desirability of 
giving them to this one company. 

q~<In what year is that? A--That would be before ° 
1931. I haspen to have a private memorandum of my own 
‘aere, and I observe that sometime before 1911, because this 
memorandum was prepared in 1911,- I shall cuote from 
My. Graham, as follows; 

"There has been no seomey at all about what is 
being done along the Trent Valley in regard to power. 
The situation being developed along the new canal is 
peculiar. The power has bem owned by different 
individuals at various points along the route. The 
construction of the canal and the conservation of the 
water has added thousands of horsepower to that already 
existing. The Department of Railways, as announced to 
Parlisment, has acted on the principle that the men or 
companies to whom this power belonged for years 
should have the first right to secure the additional 
power. 

This policy was not only fair to them, but it was 
better for the Government than to take away these 
valuable powers from the owners. 

With all these powers in various hands, there would 
have bean comparatively Little development, and the countzy 
would have been deprived of the benefits which ought 
to accrue from this increase in powere 

I have no hesitation at all in taking full re- 
sponsibility for advising that the only way to get 
power at the best price for the public was through one 
strong company getting control of the power and dis.- 


tributing it through Central Ontario, woich has boen 
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"orying for it for years.” 
g--That is from an address delivered in the House of 
Commons ? A--I think so. i 
Q--Vhat is this memorandum ? A--That is a private 
Memorandum of my own for some clients. 

On the 17th of April, 1906, the Hydro-Blectric Power 
Commission made a report, signed by the Hon. Adam Beck as 
Chairman, in which he says: 

"In the upper Trent district numerous waterpowers 
exist, and these have been developed, and doubtless 
will be still further developed as local demands re- 
quire, mtil all the watezpower available will be 
fully in use, but, owingto the location of these 
waterpowers, they do not require concerted action on 
a large scale, end can be safely left to local enter~ 
prise, safeguarded as to rates by such regulations 
with respect to the selling price as your Honour in 
Council may deem advisable to enact. 

In the lower Trent district, however, and along 
the north shore of Lake Ontario, the condition exists 
that there 18 an industrial demand which can be supplied 
from undeveloped waterpowers of considerable capacity 
located considerable distances from the industrial 
centres referred to. Concerted action appears to 
be vital to the success of any undertaking aiming at 
the development of these waterpowers and the supplying 
of the electrical energy generated to the industrial 
centres requiring it. The waterpowers are held, as 
already mentioned, by varied interests, but should 
several developments and distribution systems, each 
of smaller sizo, be undertaken, the total cost will 
be increased, and the lerger unified transmiss ion 


scheme outlined by your Commissioners will be rendered 
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"more cxpensive and possibly prevent it ever being 
carried into effect. 

By combining several of these waterpowers in one 
undertaking, connecting them in parallel to one 
transmission system, and operating under one adminictra- 
tion, only such expenditure need be made as the demand 
from year to yeur warranted; " and so on 

d--Is this a Memorial from the Hydro-Electric Power 
Commission ?. | A--That is, I think, the very first report. 
4--fTo whom ? A-- To the Lieutenant Governor-in-Council, 
jo--What is the date of that °? A--That is the 1?th of 
April, 1906, and on April 17th, 1906, there is a report of the 
Engineer of the Commission in which he says; 

"At the present time it would not be necessary to 
develop all these waterpowers, but as the demands for 
electric power increase, these waterpowers could be 
developed one by one, all being worked in unison and 
undrxy one management. This district would appear to 
be one in which united manugement with one set of 
transmission lines to the various towns would be far more 
economical than would be the case ifs everal companies 
were to tekeup the various waterpowers and develop and 
transmit the power independently." . 

That was the policy on which the Slectric Power Company — 


and its predecessors were proceeding. They wero encouraged 


; by the Minister of Railways and Canals, and they were encour 


aged, I think, by the Hydro-Nlcectric Commission that they 
would get all the waters -- 


COMMISSIONGR HANEY: +-Is the inference from that renvort 


in your mind that the Hydro-Hlectric Power Commission were 


a 
. 
- 


advocating the policy that wus being adopted by your 
company, or were they projecting their own Hydro into that 


district? A+~-They were not, in my opinion,projecting it 
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at that time, that was 1906. They showed no desire at that 


time to.enter that district. I assume they knew what was 


going on, md I dm't think at that time the Hydro had any 


thought whatever of of going into Bastem Ontario. I thought 


the best thing to do was to leave it where it Wace 


THE CHAIRMAN: There are similarities in the view 

expressed by Sir 4dam Beck and those of Mr. Graham 

A--That being 80, we got terribly suspicious, and IML, 
immediately after the Conservative Government was returned, 
this deputation went to Ottawa. 

j«-Which deputation?  A--A deputation from Eastern Ontario. 

Q--From the municipalities ? A--I think so. I think my 
impression is that the City of Feterboro provided most of the 
features. At any rate, we heard of it and put on record our 
contention, that we were entitled as a matter of law to those 
waterpowers, they were ours, We were the riparian owners. 

Q--You were the riparian owers sch the Hydro wished to 
locate ? A--Wherever there was a fall of water we 


acquired the riparian rights and we a ked to interview the 


Government, and some tine, I think it was in December of 1912 


I went down with some of my clients. Senstor Staunton was 
there and Sir Adam Beck representing the Hydro, and they 
made a strong claim for Dans 4 and 8. 

DR. REID: Mr. Cochrane was Minister et that time; it 
was to him, was it ? 

A--No, we secured an appointment. Sir Robert Borden 
was there, Mr. Cochrane and Mr. Doherty . I an disposed to 
think you were there yourself, Dr. Reid. 

DR. RSID: I may have heen. 


A--However, we had quite a formidable representation from 
the Cabinet, and we argued the point. I um positive I 
convinced Sir Robert Borden that we were Fisht, because at any 


rate the Hydro ai not get leases. 
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TH,; CHAIRMAN; Q--This depttation that had gone “own 
asked that they be granted to the Hydro ? A--Yes. 
d--And you went down to opvose that asplication ? 

A--We went down afterwards. We heard thut this deputation 
had bem there. 

COMMISSIONGR HANEY: --By whom would this depitetl on 
have beq@m inspired, their ovm initiative ? 

A--I have no idea. 

HON. Lik. FARGUSON; The feeling was very strong in 
feterboro to get control of the situation municipally ? 

A-eI think that is right. However, there was this strong 
fecling, there ig no doubt about it, in Basterm Onterio in 
favour of the Hydro at that time, although I must say there 
never was any complaint from any of our customers that we 
were not serving them fairly end properly and that our rates 
were not entirely satisfactory. 

COMMISSIONER J. A. ROSS: That was in 1911 7 

A--Or at any other timo. 

Q--There was a strong fceling for the Hydro in 1911? 

A--There was e strong fceling for the Hydro ins LoL 

THR CHAIRMAN: 49--What was the next step ? 

A--Well, from that time foiward there were constant 
efforts on the part of the people in Bastern Ontario, and 
perheps the Hydro, to get into the district. 

The next thing that haypencd -- I am only picking out 
the high spots -- was the effort of the City of Peterboro 
to get away from its agrecment with the eterboro Light & 
Power Company, which was a company controlled by the 
Electric Power Company, and which owned the distribution 
system in the city of Peterboro, That Icgislation, I think, 
appears in 1912-15-14 or thereabouts. The result was that 
the City of Peterboro finally secured legislation enabling 


it to take over the property of the retcrboro Light & Power 
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Company without paying anything for loss of profit, or 
prospective profits, or by reason of the fact that we had an 
agreement, or by reason of the fact that tha& part of our 
property was paver ad fromthe rest of aie property. 
J--Did you opnose it ? A--We opposed it bitterly. 
Ye orvosed it es hard as we could. 
COMIISSTONER Re a. ROSS: Q--Wasn't that a mixixotx 
con@ition of your agreement with the city 7 
A--Oh, no. 
j--That was new Legislation? A+--That was new legislation. 
There was a provision in the agreement that if at any time, 
by reason of legislation municipalities should have the 
right to take over and operate the plant it should pay us 
nothing for loss of profits, but that never contemplated 
joint legislation. It contemplated some change in the 
Municipal Act -- 
THE GHAIRMAN: You had the local distributing plant ? 
A--Yes, we had the local distributing vlant, and it was a 
profitabie »lant. We wont to arbitration, Mr. Ross. All 
‘we got out of it was *160,000 odd for plant that was netting 
us over #50,000 a daye 
Q--Was it takon over on 8 physical valuation ? 
A--Substantially, yes. The srbitrators, of course, were 
bound by the Act. They could not give anything for going 
value. That carried us on to 1912-13-14, and all this time, 
if my recollection serves me right, efforts were being 
made at Ottawa to obtain some of these properties. | 
Q--Get some of the developed properties? A--Undeveloped, 
and you can at once avpreciate, Mr. Chairman, the position 
we would have been in. We went into that country thinking 
we wore going to have 4& monopoly subjoct ho the Dominion Raily:. 
Act. This just comes to ny mind now, in ,ursuance of 


Mr. Graham's policy : He pasoed an amendment to the Dominion 
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Se 


Railway Act providing for application by all thesd companies. 
y holding leases of Dominion powers, or submission rather of 
their scale of rates to the Board of Railway Commissioners, and 
when he introduced that amendment to the Railway Act in the 
House he stated that that was having regard to tho Trent 
System and the development that was going on thete, but as 
I say, you can appreciate our position. We had gone into 
that country thinking, and having reasonto think that we 
were going to have a monopoly, and we found ourselves right 
up against the vossibility of serious competition with 
the Hydro. 
THE CHAIRMAN; Q--Wasn't your company a good deal of the 
dog in the manger ? You had the riparian rights ? 
A--We were perfectly willing to develop if we got the 
leases, we would have developed them. We were asking for 
these leases all the time steadily, and we wers ready to 
, develope 
| Q--Had you been promiseé the leases at any time? 
A--Oh, promised then by Mr. Graham, there is no doubt about 
that, every lease on the River. 
y--By letter ? A--I don't recollect any letter, but 
bear in mind, Mr. Chairman, we hed rights there. 
a--You had the riparian rights ? A--And we had the 


Expropriation Act which saia that no lease or sale should 


} 
Wi 
: 


affect the right of any riparian owner. There is only one 
way we could be affected and that was by oxpropriation under 
some Ontario Legislation by the Hydro, and that was a real 
Peper: As I say, we went along in that woy, the Hydro 
trying to get the leases, and I think ocecnsionslly shifting 
its avplication to one for leases of Dems 8 and 9. 

Q--Where you hed the riparian rights?  A--Where we had 


the riparian rights, yos. 


Q@--In the meantime, were any negotiations going on between 
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your company and the Hydro ah A--f¥ don't think there wera 


omy negotiations going on with the Hydro until probably the 
end of 1914 when the Hydro asked -- this is only a matter 
of recollection -- for some particulars as to our properties. 
I have no doubt that will all be in the Hydro records . 

Q--They made a valuation ? <A--I understand they did. 

j--With your consent ? A--Oh, absolutely with our consent. 

Q--You knew it was go ing one Did you assist them in it ? 

A--1 don't know that we assisted them. We certainly had 
no objection to their looking at our plants. 

j--Did they go as far at that time as to make any offer to 
you ? A--I have a very olear recollection of an offer 
made by Sir Adam Beck, and I think Mr. Gaby was with him, 
but that would hot be, as near as I can place it, until some 
time,- when was thet arbitration before Sir Henry Drayton? 

HON. MR. FERGUSON: In December, 1915. 

A--Well, the offer that I refer to would probably have been 
made about midsummer of 1915. 

THE CHAIRMAN: 15th December, 1915. 

A--Yes, that was whon Sir Henry Drayton came up. ' I wag 
going to say, I should think tho offer that they made -- 


about 
it was a verbal offer -- would be sonetime the middle 


of 1915. ) 
Q--And what was that offer ?  A--$7,200,000, that is 
my recollection. 
Qe-Are you sure they offered ou as much as that 2 
A--Yes, at any rate it was discusged. 
Q--Payable in tash? A--Nothing was said about anything 
but cash. | ; 
COMMISSIONNR R. A. ROSS; How did they arrive at that 
amount? 


A--I don't know. 
JOMMISSIONER HANEY:  --Did that inelude the Nipissing 
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System? A--I don't think it did, I don't remember, but I 


know there was an offer of $7,200,000, a verbal offer, 
nothing in writing, ond I had the impression and have the 
impression still that Sir Adam Beck, in Mr. Gaby's presence -- 
You have notes, I see, Mr. Chairman . 
| (HS CHAIRMAN; I do not kmow who makes those notes that 
I referred to just now, I have nothing on this ? 
A--You know nothing on that point ? 
g--Nothing at all, A--4t eny rate, that price was 
gugeested to me. I think an offer was made and I retused it. 
Q-~You are not. sure whether it was said to be in cash or 
in bonds ? A--There was no mention of bonds. 
y--And you assumed it would be in cagh G 
A--I assumed it would be in cash. 
COMMISCIONSR Re. A. ROSS: yoobid you aseume that that 
waa merely = bluff offer on the spur of the moment ? 
A--T would assume that any offer that was mede was an 
honest bona fide offer, Mr. Rosa. Why should I consider it 
a, DLS. 
Q--Sometimes a mean will. make a tentative offer like that 
just to try you out ? A--It might have been. 
COMMISSIONGR J. A. ROSS: Or to tum it down, 
Mr. Johnston ? 
A--It wasn't enough. 
HE CHuIRMAN: Had you seen their valuations 7 
A--I don't know, I don't remember. 
g--You saw them at bome tine, did vou not ? 
Ae-I think I did, I am not sure about that. 
COMMISSTONIR J. Ae ROSS: Was the Hydro pressure at 
Ottawa very great at that time 7 
A--I think the pressure was constantly mounting, i-r.koss. 
WHS GHAIRIAH: Q--By both parties ? 
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Q--Tho Hydro pressing in one direction and you in the 
other? Perhans Dr. Reid would know better about that? 

A--I took the ground always those were our jowers. 

g--You opposed the application ? A--Yes, Senator Staunton 
to the contrary, notwithstanding the course they held I was 
right, that that was a Dominion stream and that the Province ial 
Government did not own the bed of the river, ‘and they don't. 

HON. MR. FARGUSON: N--Mr. Cochrane was pressing you © 
all the time ? 

A--Mr. Cochrane was all the time saying to me Why don't 
you get together with those people, you ousht to sell out. 

THY CHAIRMAN; 4--What did you say ? 

A--Ultimately I said we were prepared to sell for a fair 

price. 
COMMISSIONER J. A. ROSS: It is a juestion of price, and 
not any pressure that you felt might have been made at 
Ottawa ? A--Of course, it was a question of price. 
j--But if the pressure had be-n a little greater at 
Ottawa the price might have looked right ? 

A--Well, I don't know. I tried to make myseif perfectly 
clear, we were not anxious to get out, we were quite content 
with our investment. : | 

THis CHAIRMAN: 9--You say you were iuite content 
with your investment. Whst dividends were you paying then? 

A--We were not paying any dividends. 

Q--Had you any outstanding bonds, then ? 

4--Oh, there were, taking it altogether, over “9,000, 000 
of bonds outstanding in March 1916. 

Q--Were your annual reccints greater then your expendi- 
tures ? A--You see, it was still in the construction 
period more or less. 

Q--I mean dow to 1914. IT might say from the statement 
made to us it woulé aprecr that you were losing money in 


that year ? A--Yes, in 1914 ? 
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Q--Yea.  A--Well, I don't kmow how that sto*ement 
would be made up. That was not the way the matter was 
presented to me by the auditors of the company. 

Q--Did your books show a surplus ? 

A--T don't remember now, I think they did. 

Q--However, you paid no dividends ? A--We paid no 
dividends. 

Q--What about the interest on your bonds ? 

4--Alweys paid. 

j--Was it ever in default 7? A--I don't think It was 
ever in default. 

Q--Are you sure ? A--t don't think 50. 

y--Somebody told us the other dsy thet they were in 
default? A--I don't think 80. 

j~-Your books will show that ? A--I naven't ot the books. 

qQ--Where are they ? A--The books ? TI don't know where 
they aree Huven't the Hydro got the books ? 

Q--They say not. They guy you never gave them over to 
them ? heeP. 3. ROSS & Sona, were the auditors. 

COMMISSTIONSR R. Aw ROSS; Was the company wound up 
finally ? 

A--What hanvened, Mr. Ross, was this, thet after the 
trensaction with the Ontario Government was cu’minated we 
were in this position that we had not sufficient assets, 
by a ones 4o pay our debts. One of our bondholders 
held substantially all the bonds. There were some out- 
standinz bonds not held by that yondnordert 

THE CHAIRMAN: Who was that ¢ 

A--Is that a matter of interest in tuis Commission? 

9--Yes it iS. 4--liby 7? | 

j--Is if the Sun ip bd awe Ae--Exoense me, Mr. Chairma, 

‘y-~-It has been referred to here by different witnesses 


as being the Sun Life Commany, the bondholder. 
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A--I want you to protect me in the matter. 1 am glad to 
come here and give you any information. I oecuyied the 
position of Solicitor, and IT venture to submit that it does 
not really make any difference to thie Commission as to who 
wes the individual bondholder that I referred to. 
| Q--It hes been referred to coutinually, I think it is 
notorious. T would not desire you, for 4 moment, to say 
or Go anything which you would not feel free to do, as 
Soiicitor. You were President of the Company, and 48 
President of the company you must have had full knowledge 
of its securities and of its liabilities, and who held them. 

Ae-I see this is all being taxen down. 

4--It has been taken cown for days? A--I think it is very 
wrong then that the investment of a orivete person, OF — a 
private company should be given publicity. I submit that 
it does not help or assict the inquiry at all. Vale 

GCOMMISSIONER R. A. ROSS: Q--Mre Johnston, it has bem 
a matter of common knowledge for years, everyone knew who 
held the bonds of the company. I don't see that it matters. 

ME CHAIRMAN: It has been referred to vy different 
witnesses here continuously ? 

A--Well, that may be 80. 

- ge-However, +he ponds were held <-- A--Phe bonds were 
helé by @ lexge investor, and that larg¢ investor agreed.with 
the Electric Power Compuny, afvter the transaction witno the 
Province of Ontario, very shortly, to pay sll the debts of 
the company in consideration of receivin, the Ontario 


Government bonds. 


a--That was after this agreement ? A--Yes, that was arter 


the agreement. 
4--How much was paid for those bonds ? A--When they 


were issued 7? 


Q--¥ese A\--BPor the most part, { think they were 
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issued at 85; some of’ them might have been issued hij her. 

{--What: period did Kney cover ? A--I have forgotten, 
I think, perhaps, they were 3Q-yeur bonds. 

Q--Do you recall what rate of interest they bore ? 

A--I think, for the most part, 6 per cent. I think it was 
very cheap financing, excellent financing, 

Q--The rate of interest would depend unon the term of the 
bonds ? A--To some extent. 

Q--The discount was 15 per cent, you say ? 

A--No, 5 per cent. 
- ge-They gave 65, I thought ? A--Oh, yes, the discount 
was 15 per cent. 

Q--Where did all the money that was advanced by this... 


bonaholder go to ?  A--It went into the property. “ ~ 


Q--Are you sure of that? A~-Certainly, what do you mean? 


Q--Because the inventories that were prepared at-the time 
Show an investment that was less than would be received from 
those bonds ? A--I don't know anything about that, but I 
do know that the moneys were properly svent and that no 
moneys were improperly diverted. 

a--Did any share of it go to the stockholders, any 
share of the moneys obtained from the sale of the bonds ? 

A--I don't think so, 

COMMISSIONGR R. A. ROSS: When did you become President, 
Mr. Johnston ? 

A--I think sometime in 1915. 

Q--Yhat official connection had you with the company 
before that time ? A--I wes Counsel for the conmany, 
Solicitor. | 

3--So that you probably would not know ? <A--Oh, no, I 
was intimately connected with the company. As a matter of 
fact, I was Director of some of these comoanies from 1911 on. 


Qe--That was from the commencement merely ? A--Well, I did 
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not organize the company. I came in after the Hlectric Power 
Bompany was organized, 

Q--So that from 1911 then you would be ablé to say that 
you knew how this money was spent and where it was invested 

A--Well, I would not Say that I knew exactly how it was 
Spent, no, but I attended meetings of Directors from time to 
time. 

.--O£ some of the companies ? A--Yes. 

THs CHAIRMAN; Q~--Was a good deal of this money paid over 
by the parent company co the subsidiary companies ? 

A- The parent company guaranteed the bonds of those 
subsidiaries, and the money was paid over to the subsidiaryes 
to be expended in their particular planta. 

Q--Did these subsidiary companies pay oonsiderable 
dividends? A--No, no dividends were ever paid. 

COMMIS; ION RR. A. ROSS: Q--The subsidiary companies 
had been formed some time before the holding company was 
forme a? 

A--Oh, yea, iir. Rogs, some of them were formec, I fancy, 
before this scheme wis aver projected. Tate a company like 
the Northumberland Pulp & Paper Company. There was a company 
which paid ite or ferrad «ic ivdnda. 

Q--What comoany wie thst ? A--The Northumberland Pulp & 
Paper Company, the Otonabsee Comnany. 

we-You mentioned juet now, mr. Johnston, that the Otonabee 
Company made large profite ? 

A--It did. 

i--That wag a subsidiary company, was it not ? 

A--It made considerable profits, and it may have paid some 
éividends, I am not gure . 

Q--You cannot account for the diffsrence between the 
money advanced by the bondholdera and the physical valua- 


tion of the properties? A--No, I cannot account for it, 
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except that the valuation was probably too low. The 


valuation was probably made with the intention of bering 
the property. 

Q=-Had you an inventory yourself of the value of your 
various properties ? A‘-I have no doubt. 

Q--It is strange that these things should have disappeared. 
The Hydro took over a number of contracts, matters relating 
to which must have anpeared amongst the records, yet they 
say they never rece ived the books? 

A--I don't know. ‘The books would probably be found some 
place. 

a--Yes, we would like to see those books ? A--I will 
inquire. There wos a staff here that would know where the 
books are. Mr. Robertson was the General-Manager. 

Mx. Colville is over in London, England. I can make some 
inquiries. ‘ | 

j--Who was the Secretary, Mr. Johnston ? A--T think 
Mr. Colville was the Secretary. 

Q--And the books of the subsidiary companies, wouid they 
be held by the parent company the Electrical Comoany ? 

A--I don't know, I em not .uite sure about that; they 
might have been, I don't know. 

COMMISSIONNR R. i ROSS: Q--Was there ever a final 
winding up of the cempany? A--No, nothing but what I 
have told you. 

Q--S0 it ie still in existenos officially z 

Ae-The company is still technically in existence, 

Q--What they took over was the physical properties ? 

A--We sold just our physical property to the Goverrment. 

2--And retained your Liquids is A--We retained our 
Jiquids, and then, as I tell you, we handed over all 
our asseta to this chief bondholder, the chief bondholder 


- 
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agreeing to pay the debts and obligations of the company 
and, of course, ther e wasn't enough for the stockholders, 
there wasn't ehough to pay the debts. 

Q--Did the stockholders lose all the money they had 
ever nut into it ? - AwnYese 

y--Which they ever put into it? A~-Yes. 

j--Who were the auditors, Mr. Johnston ? 

Ar-P. 5. Ross & Sons, of Montreal. | 

y--Might they have the books * A--They might. / 

Q--Have you any of the auditors renorts ? A-<-No, I 
don't think so. 

COMMISSIONER J. As ROSS: Is this a Provincial Gomeads 

or Federal ? 

A--I think the Electric Company was a Provincial Company. 

j--In that case their reports would a11 be filed here, would 
they not ? A--Yes, but they never made any reports. 

a--Up to the time of 1914 ? A--Yes, up to 1916. 

THE CHAIRMAN: Q--Mr. Johnston, what was the amount 

of the paid-up stock 7? 

A--Of the Electric Power Comvany ? 

4&-~ -Yes? A--I think it was fow million dollars. 

y--For which no consideration -- A--That was virtually 
water, and these ripsrien rights that were acquired. 

Q--I supose they got those at very small cost ? 

A--I don't remembor, that was before I came into if, 
_-—s Mr, Chairman. | 
j--Your books would show what they paid for them ? 
; A--Gortainly the books would shows. I have no coubtthe 
books were properly kept. They were audited by 
>. S. Ross & Sons, of Montreal, a very reputable firm of 
auditors. } 

g--And no dividends wete ever paid on any of the stod of 
the company? A--No dividends were ever paid on the 


Eleetrio Power Company's stocks I have no doubt there 
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were dividends on the Otonabes preferred stock. 

Q--But the Otonabee preferred Stock would be held by the 
holding company, wouldn't it? A--It was not, and it WAS 
subsequently acquired and held in Peterhoro. 

tv-Well, how did the holders of stook of these small 
Companies, some of which wore very profitable, cane ont on 
this deal? A--qhe Stock in all the small companies was 
really held by the Electric Power Company, exos»t this pre- 
ferred stock in the Otonabee, and, as I Say, the stockholders 
of the Electric Power Company got nothing, so probably the 
Stockholders of the Subsidiaries got nothing. 

Q--A Very cad state of affairs? A--It was very sad. 


Q--It is a wonder you were able to get anybody to take over 


80 unprofitable an undertaking ? 


A--Who said it was unprofitable ? 

Q--In justice to the shockholders % A-~-The company wag in 
course of construction. If the company had been left alone 
it would have been a profitable company. Will you allow me 
to ask thie question? Suvpesing you have a monopoly of 
water power in any well settled district where there ig a 
demand for power -- 

Q--Which you haven't got ? A--Why ? 

Q--In order to make those riparian rights of eny value you 


would have to get the consent of the Dominion Government to 


take the water from the Government, and that you didn't get, and 


the Hydro were opposed to giving it to you, and between you 

pressing for it on the one hand, and the Hydro obje cting 

to your getting it on the other the result was no one got it. 
A--I don't seam to impress upon you the fact that we had, 

to a large extent, the rights, that we had a large amount 


of power developed, and thot we bad what I say were unim« 


peachabls rights to the rest of the paver. 


Q--But the final step to make those riparian rights of any 
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value to you had not beon taken by the Govemment, they 
had not given you a lease of the water. The Government 
could have cancelled those rights at any time? | 

A--You don't sunsose, Mr. Gregory, that a Government is 
going to encourage neonle to invost millions of money and 
then cancel their rights without compensation? 

Q--I have heard it advocated sometimes. Youwere in that 
position, you had mot an asaurance 7? 

A--Mr. Gregory, I had just as good an assurance aa could 
have bem obtained. The Ontario Government has granted 
leases for large timber limite, und the perty obtaining a 
timber limit is entitled to, under the lew, his License from 
year to year. That sort of thing is dome on the good faith 
of Governments and wa were relying on the good faith of 
Covernments. 

DR. RETD: Some of your leuses were in perpetuity ? 

A--If we had heen left alone it wouldhave turned out to be 
& valuable property, in my opinion. 

DR. REID: Most of your leagas were in psrpetuity. 
THE CHAIRMAN: Q--Had you profitable contracts with 


power consumers ? 


A--My impression and reoolleotion im we were doing first 


rate. We were quite satiefied that if we were allowed to go on 


—— 


we would make it a very profitable company. 
Q-Mr. Johnston, perhaps there was something more you 
were going to deal with before leading up to thie meeting? 
A--I think we broke up. It wae some time in 1915. 
I think we were dieoussing the offer of Sir Adam Beck to pay 
$7,200,000. Mr. Cochrane was, no doubt, pressing us to 
gell out. I sunnose he, like eve rybody else, knew that this 
was only a field for one concern, and sometime before 
December, 1915, or thereabouts, he sent for me and I went 


and saw him in Ottawe, and he then told me tha: he had 
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Sir Adam Beok's promise ba benane of the Hy dro to buy us out 
at a price to be fixed by Sir Henry Drayton. 

q--He had what ? A--He had Sir Adam Beck's. promise. 

Behave you will letme refresh my memory by returning to 
that report of the proceedings before Sir Henry Drayton. 
This is interesting. I observe Sir Sian Beck here in these 
proceedings before Sir Henry Drayton says: 
"Exouse me, I made you an offer of a million more 
than I said we would make or that I would make today. " 

I just notice that going down. Mr. Ross wanted to 
know whether the $7,200,000 mentioned was a real offsr of 
whether it was only a blufz. 

THE CHAIRMAN; He doesn't say that that was the 
offer. There is nothing to show the amount of the offer? 

A-~-Oh, no. 

Q--If he offered $7,200,000 it would mean that he offered 
$8,000,000 something lateron, if that were correct, that is, 
if he was referring to the offer which you referred to, 

Mr. Johnston ? A-~I suppose 90. 

Q--He mentioned, in several instances, that he had made 
; several fair offers but they wore not accepted. He does not 
say what they amounted to. What did he offer you at the time 
of this moeting of Sir Henry Drayton's ? A--He didn't 
offer me anything. 

{4--Don't you recall some one offer that he made to you ? 

A--No, I don't. I thanght tire was some reference to 

communi-’* fons 

some / between Mr. Cochrane and Sir Adam in those 
procesdings but I don't notice thot. At any rate, that is 
what Mr. Cochrane told me. 

a--What was it he told you ? A--He told me that 
Sir Adam Beck was willing to arbitrate on the price to be 
paid to us for all our interests. 


gecAnd thet he would pay you the price fixed by the 
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erbitrator 2 A--Yes, that was the und retand ins: 
between Mr. Cochrane and myself. Mind you I had no 


negotiation with Sir Adam sbout that, Mr. Cochrane wus 
the intermediary. 
4--Well, then, what happened to prevent that being carried 


out? a-+It is on record here, Sir Henry Drayton c ame 
to Toroito, 


4--To fix the price 7? A--That is what I thought he was 
to do, to fix the price, as there had been no definite 
agreement signed by either party or binding on the Hydro. 
I suggested that Sir Henry Drayton should settle the form 
of submission, and then imme diately 4% appesred from 
the attitude taken by Mr. Perguson and Nr. McGarry, and 
Sir Adam Beck himself, that they were not prepared to go 
into an drbifration on that basis that I bad discussed 
with Mr. Cochrane at all. 

g--But the arbitration would be not what the Hydro would 
pay but what the Ontario Government would pay 7 

A-+--No, that was to be the Hydro. 

4*-0h, the Government had not been considered at that time? 

A-~I had not been daaling with the Government at that time, 
that was the Hydro, what the Hydro were to pay. 

j--How could the Hydro take it over ? It conld work 
only thzough the municipalities, couldn't it 7? 

A--They would have no difficulty, I suppose, in getting 
the consent of the municipalities at that time; they 
wouldn't have the slightost difficulty in getting the 
oonsent of the Municipalities, 

Qe-And then have it validated by legislation ? 

A~-That might be necessary. 

QeeBecause the municipalities could not have opsrated 
pulp mills, flour mills and street railwayea through the 
Hydro at that time ? A--That was the agreement at any 


rate, that the Hydro wore to take us over. If any 
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legislation wos necessary they would have to get it, of course. 

}--This pronosed arbitration by Sir Henry Drayton fell 
through for what: reason ? A--Becsause the Hydro would not 
agree to be bound. 

4--By his award ? A--By his award. 

4--What was the next step? A--That was in Soaanien of 
(1915. Well, I think the Hydro still were going on asking for 
the leases, and I think we were, particularly Dama 6 and 9, 
and the next thing, perhaps, of moment was when I was called 
up here one dey to Meet Mr. Ferguson, Senator lynch Staunton 
and Br. Reid. 

Q--That woklad be Saturday, the 4th of March ? 

A--I expect that would be the day. I only had one interview 

ewhere Ly.Reid was present. 

Q--That would be two and a half months after this arbitration. 
Did anything take place in the meantime ? 

A--As I say I have no doubt we weret rying to get tle 
leases, and I have no doubt the Hydro were trying to get 
the leases t00. 

Q--But when did the Ontario Government come forward as a 
purchase#, or proposed purchaser , at whose suggestion ? 

A--After the arbitration fell through, I made it quite 
clear, I think, to Mr. Ferguson, and I think before leaving 
this building, that I wouldn't have any further dealings 
with the Hydro? 

Q--Why? A--Because I felt I conld not safely deal 
with them. I wasn't going todeal with the Hydro on the 
basis that Sir Adam vroposed, let us have a valuation and 
we will then take it or leave it. I.was willing to 
enter into a binding arbitration then, a bindin, agreement 
to submit to arbitration the price to be paid by the Hydro 
for our property and to be reccived by us, but not into 4 
heads you win tails I lose agreement, and I declined to 


have any more negotiations with the Hydro. 
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* QeeAnd did you make any suggestion yourself as to what 


course should be followed in connection with the matter ? 


A--No. 


Q--To bring about a solution of those difficulties ? 
A-~ I did not. 


HON. Mi. PSRGUSON: After this occurred there were 


more or less negotiations going on for some time, and then 


the que stion came up and we said, well, the Govemment have 
got to pay for it, we have got to furnish the money, and we 
will buy it. 

THe CHATRMN: Who said that, Mr. Perguson ? 

HON. MR. FURGUSON: I think it indicates in that 


report, Mx. Chairman, that Hr. MeGarry and I were present, 


The Government waa prepares to carry ont the recommendation of 
the Hydro, especially in view of the fact that it would 

be the Government in any event that world buy the plant and 

fw nish the money. I remember I made a long speech about 

it setting forth the position of the Government. This is what 
I stated before Sir Henry Drayton: 

"The Hydro-Electric Commigsion and the Government 
of Ontario are in a position that is very different 
from an ordinary individual, as you will understand, 
Sir Henry. Whatever is done by the Hydro or the 
Government on this lihe has to be accepted by 
certain municipalities, We cannot say that the 
municipalities are going to accept; and if we were 
bound to accept a5 final and purchage on the buasie 
of any valuation, we might find that the 
municipalities would say ‘we won't take the power 
and we won't pay the price’, and we would have on 
our hands then a property which to ua wonlé be 
valueless in one gense, That is to say a 


property that we would not be ahle to handle." 


= a PY _ UA Sw eees 


-apat~ ) om ‘ 
at & 
Mar of bs TLons0y, abidasyyie Yos pees voy “ALD Pee! 
e aodvnn edad dtiyw acitosaxes nt dewoilot! af hivede , e 1 | . 


‘ A ‘a 


stow siedd bortwooe alsd todtA aero, i MOH 7 - 2 
dant bok sats gmoa tok go matey sao hex toga seat oa coe - 
evad tem arava) ade i tow, hire ow bas Ga amino nob te exp oat | 
ew Belz wena odd dager’ at 20g ovad bal use ae 108 at $o% 

poe cea . oO ee ged ute 
% moex gre sal edd Bisa ox : ea TANO any 
sed 2 ah sata EDS ok gata? zs MORO » WOR, 

: ge 6 5 tq onan i Biss URtah OK, wk, Feat S pbmtted®” ak .tr0a95 


" nos tabixennn04 ad? 30 Yt oF Age eert avr #Sommtovde oat 
$luow "ye toad sont aad to wok ixz erlaboeine’ ork ely 
“Bim tinal ne ‘woo biuow test toeve ym ot Foomirsavod: od? ed 
S$uedn noose aie 2 @bsa 1 sedmenoe Sgentom sie Naka wt 
$eis el aia? 4 Homers a¥09 edt to moddigod add ddok pittien ae 
‘on nodded serio ue ‘caves betate I 
tasaatevod) adv Bow Hod Sek amed pixtgoltnot ht, eat" 

_ eaeceteb yoy at $outd Isp tek aoc.. 6 ath. ota artets0 to 
puaterobies Citw wO%y ee  ABHDE VE BG. YVaThAw ne inott 
eka ad out odt ed onmoh ef moved adit” Maal 128 

ud betqeses od ot sed edit aint ab tains vod 
‘ont bade yee Jouase Ww paot th Leia denen’ uted tes 
HVS" OW a faa qo ot gatog ota ask tiLaqtobine 
: wfowd et ‘ 10 saat ons bets fawit as tergnoe’ od ‘hour af ” 
‘edt Se it bet Yaiaio ow, aolauler Yas to | 

tewor odt ‘tad ‘Dao ow Yer Bisow aed fh ise of: tists 


i 


. 0 ay at Be fe S ee " a Fe ry 


7 


oy et yf Lear a” J ve 3 $ sf 
Au 6 f SO? Gis ore va tot hve w POLLO Ate ft liskd ‘haa da 0 
3 » oy “ rt 2 + wre $ Ses € ara 
ih reat a tos sRSHG4 S00 Me ade tau isy 


P 2 P * . “- 
elie sf a as ve z to bind Ya 
Les Oo: a as +3 6c. ¥: a ft. § EH oy ae Z Sd 2 ye ts Cong 


. ee 


i ~14¢7- 
MR. JOHNSTON: There is no doubt, Mr. Chairmm, I had 
a number of interviews with Mr. Ferguson until finally this 
neeting took place in the Minister's room when Mr.Perguson, 
Lynch Staunton and Dr. Reid were present. 

Q--Just deseribe what took place there when you were 
present ? A--Someone, I am inclined to think it was 
Senator Staunton, was endeavouring to show me how vulnerable 
our position was. I was not ignorant of the fact that 
legislation might be passed in the Province of Ontario to 
give the Hydro Commission power if they had not already the 
powor to take our riparian rights. That would have bem a 
very simple thing to do, at any rate. 

Q--Was there any question as to whether they had the power 
to take your riparian rights ? A--I don't think that 
question wes raised. I was always satisfied, in my om mind, 
thet if the Hydro didn't have power under the legislation in 
existence at that time the Ontario Government could give them 
power, by legislation, and that was one of the things that 
frightened us. I was apyrehensive that that could take 
place, and you see it would have been a very Simple thing 
to take our riparian rights at Ranney’s Falls, expropriata | 
them, and then start in to compete with us. 

a--Why didn't they do that ? A--I don't know. I suppose 
they wanted to be fair. It would have been & very improper 
end unfair thing to have done, Mr. Gregory, under sll the 
circumstances that I have related to you, a very improper 
thing. Mr. Ferguson -- we had quite a long talk -- 
finally said to me that he thought he could recommend an 
offer of $8,000,000 in 50-year 4 per cent bonds. I declined 
ite I told him that wouldn't begin to pay our debts. 

Later he got up to $8,350,000 fifty-year 4 per cent bonds. 
I said I didn't think that woulé do, that I was not familiar 
with the prices at which such securities could be sold, but I 


was satisfied in my om mind -- I knew something about the 
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rates of interest that were prevailing in 1916, when they 
wero high ~~ that 50-year 4 per cent bonds were not worth 
anything like par. I said I wanted to look into the matter, 


but on that date I declined and &aid I would not accept them. 
Now, th&t is the first day that I saw Mr. Perguson, 
Dr. Roid and Mr. Lynch Staunton. You say that was on the 
4th. | 

Q--Saturday the 4th of March, apparently. 


A--Probably it was. I saw Mr. Perguson again several 


days after that. 


Q--Did you know there was to be a meeting with Sir Adam Back 
following the meeting with that day? A--I don't think I did. 
I did not see Sir Adam Beck or have any conversation with him. 

Q--You were not negotiating with him at that time? 

A--I would not negotiate with him. I got some inform tion 
after the 4th. You say it was on the 4th. I got some | 
information as to the market value of Provincial Sonds, 
and I found that a 50-year 4 per cent bond wasn't worth 
anything like par. 

Q--How mich? A--Oh, I have forgotten the figure. 

I know I sot that information because I sent it to Mr. Ferguson 


or telephoned to him about it. I don't know whether I wrote 


; him a lotter,. 


HON. MR. FERGUSON: ‘There were a lot of telephone 
communications ?. 

A--And that information came from the Department of 
Insurance at Ottawa. 

THE CHAIRMAN: Q-+-The information as to the value of 
the bonis?. 

A--Of bonds, and from the Dominion Securities Comoany here 
in Toronto. They have those statements showing &he value. 
At any rate it was quite plainthat 96,350,000 in 50-year 
4 per cent Province of Ontario bonds was not worth anything 
Like $8,350,000. I saw Mr. Ferguson again several days 
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after that, it might have been the 7th or 6th, and ~ 

ir. Ferguson finally said that he would recommend 

$8,350,000 50-year 44 per cent bonds, which I think I said 

I was prepared to recommend. Mr. Ferguson and I were then 
discussing only the properties in the Trent District. There 
was nothing else up to that time discussed between him and I. 

Q--You think it was just the Trent Valley that was being 
discussed between you; did Mr. Ferguson have that idea ? 

a--I think you will have to ask him that, but I think so, 

I am quite sure that is all that we were discussing. After 
that interview, whether it was on the same date or not, I don't 
know, although I am inclined to think it was a subsequent 

date, Mr. Ferguson rang me up and he told me that he had 

Sir Adam Beck's approval to his dealing with us. I never saw 
the letter end the terms of the approval. I don't think I 

ever heard them until your letéter was read today, but he 

said that Sir Adam Beck intended to include the Nipissing. 

g--Did he say Sir Adam Beck approved of the 50-year 44 per 
cent bonds ? A--I don't know what specifically he | 
approved, but he intimated to ma that he was consulting 
with Sir Adam Beck as to the transaction. 

Q---You said just now that he had stated he would recommend 
the raising from 4 per cent to 4$ per cent? 

A--I don't know ffxether Sir Adam Eeck was consulted about 
that or not, I don't know ahything about that. We then saw 
Mr. Ferguson again. 
je-¥ho is "We"? A--Mr. Macauley. I m not quite 
sure whether Mr. Macauley was present at the interview before 
Mr. Perguson told me about Sir Adam's letter or not, but a& 
any rate when Mr. Ferguson told us that he would have to get the 

Nipissing property as well then we negotiated the matter 


anew, «nd he reduced the term of bonds from 50<«yvyear bonds to 


10-year bonds. 
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Q--Who did that ? A-eMr. Ferguson, and we agreed to 
throw in the Nipissing property. We put in the Nipissing 
property to get the reduction in the term of the bonds from 
50 years to 10 years, 

COMMISSIONER HANEY; Q-+You also reduced the interest 
rate from 44 to 4 per cent ? 

4-~Yea. 

HON. MR. FERGUSON: --Mr. Johnston, waa that a 
tentative suggestion or an offer, do you recall? You 
just said that I was prepared to recommend ? 

a--I think you aaid you were vrepared to recommend it, | 
but there is no doubt about it, it was discussed, 4$ per 
cent.Q-Rvidently it was a matter of negotiation? 

A--It was a matter of negotiation, and we finally reached 
the conclusion, as I have told you. 

THE CHAIRMAN; Q--So the only change made in the 
original offer, which was $8,360,000 at 4 per cent, was to 
reduce the term from 50 years to 10 years ? 

A--S30 far as the figures are concemed, yes. 

HON. MR. PERGUSON: And putting in the Nipissing System? 

A--Only so far as the figures are ooncerned, ‘That first 
offer, Mr. Gregory, did not include the Nipiseing, 

THE CHAIRMAN; Q--Of course, Sir Adam Beck gays it 
always did include the Nipissing. 

A--I don't care what Sir Adam Beck says. 

COMMISSIONER HANEY: Q-<¥hat. ware you going to do with 
Nipissing if you sold out the other powers ? 

A--That was away up there, uway fron the Trent River. 

THE CHAIRMAN; Q-~Had the Nipissing bean discussed by 
the parties interestea ? 

A--Between Mr. Ferguson and myself 7? 

Q--Yest  A--I think so. 

ge<-You sey you hsd geen those valuations made by the Hydro. 
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- Did they include the Nipissing? A--1 don't remember. 
I suppose they did, but I don't remember. 
COMMISSIONER R. A. ROSS: Q--Were not you negotiating 
the sale of the whole of the physica] property of the company ; 
A--With Mr. Ferguson ?. | 
Q--Yes? A--No. I was negotiat ing the proparties in the 
front District, that is al11, There is no doubt about that. 
j--How would you have separated them out, if you had made 
a separate sale of the properties in the Trent Distr ic.t? 
How would you have separated the Nipissing out in your 
financing ? A--How do you mean ? 
g--You had covering bonds covering the whole of the 
properties of the company, including the Nipissing, or did 
you have special bonds ? A--The Nipissing bonds were 
separate bonds, secured on the Nipissing property. 
MUR CHat RAN: Q-- Didn't this ¢9,000,000 of bonds 
cover the Nipissing property? 
Ae-It included it. Roughly speaking, there was $9,200,000, 
and of that amount I think there wae ¥500,000 Nipiseing. 
Q--And when you tolé Mr. Ferguson that the amount you 
would get out of that $8,000,000 was not enough to pay 
your debts, dian't yon have in view the making over of all 
your property? A--To Mr. Perguson ? 
q qY--Yes? A--No, I never discussed with Mr. Ferguson 
-: anything else but the Trent properties at that time. 
Q--And when you had bem discussing the eale of your 
i properties to the Hydro didn't you include the Nipissing 


propar ty? A--I may have done 80+ 

Q--Was this the only occagion then that you exempted the 
Nipissing property in the course of your negotiations ? 

A--I don’t remember. 

q--When Sir Henry Drayton came up here wasn't he to value 
ell the property, including the Nipissing? A--Yes,that 1s 
my recollection. 
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Q--Waa anything said to you by anyone as to the Hydro 
having approved of the purchase of them on the terms finally 
sottled 7? A-~-I have told you all I can recollect about 
that. Mr. Ferguson told me he was diassussing the matter 
with Sir Adam. 

Q--And what ? A--That is sll I can recollect, 

a-~And he wanted to get his approval, or something of that 
sort, that Sir Adam Beck had given some approval, I don't 
know what if was, but that he contended that in giving his 
approval he assumed the Nipissing would come in? 

A--Yes. 


g~rAnd did Sir Adam ever approve of the terms as finally 
agreed on between you and the Government ? 


A--I don't know anything about if. 
i-~You were desling with the Government ? 
A--Desling with Hr. Ferguson. 
j--ds representing the Government ? A--AS representing 


the Government, and I drew the agreement for sale. 


Q-~-You drew the agreement ? A--1t is dated, you say, 

the 12th. | | 
Q--The 10th of Marg’? A--Well, I drew thet agreement, 
Q--Who did you submit it Tous A--I one it to 


Mr. Perguson and Senator Staunton approved it. 
HON. MR. FuRGUSON: It was etl revised by Senator 
Staunton. 
THE CHAIRMAN: And was it submitted to the Hydro, 
Mr. Perguaon? | 
HON. MR. FERGUSCN; Well, I cannot recall that, You gee, 
Senator Staunton was acting for the Hydro in other money 
matters, and that is the way he was brought into it, because 
he wos familiar with the Hydro legislation and the Hydro 
methods of operating. 
Q--Was he, in a sense, representing the Hydro in this 


matter ? A-aWoll, he was representing the covernment. 
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He waa Hydro Solicitor at that time. I know he had acted 
for them a very great dval, that is the reason he was brought in. 
Q--And then that agreement Was submitted to Senator Staunton 
after it had been prepared by Mr. Johnston? | 
4-~I don't know. He may have made some alterations in it, 
I don't remember that. 
Q--But it was finally passed by him? A--Oh, Yes. 


‘qewAnd it had been taken up with Sir Adam Beck in the : 
meantime. Was that submitted to him personally ? 


A--I cannot reoall that, Mire Gregory. You gee if I had had 
an opportunity of going through those files before I came 
here, so that I could have refreshed my memory -- | 

(Q--You have a good memory, Mr. Ferguson? 

A--Well, I have a fairly good memory, but when it comes to 
detail like that I cannot remember that. I can remember the 


general trend of the affair, and I can remember the 


digoussion IT had with Mr. Johnston about it. 
Q--I think we read tha other day an extract from tha 
Minutes of the Hydro, in which it stated that the terme af 


the agreement Were different from the terms approved by 


Sir Adam Beck? A--I remember you wrote that. That may 
have come to the Department, I don't recall. 


Q-~You don't reoall ever having submitted the agroement to 


Sir Adan? A--I don't recall, but in view of that 


“Minute I fancy it must have been submit ted$. 


QOOMMISSIONER HANBY: I think tha Minute was after the 


“agreement wes signed. 


A-~Perhapa 80- 

THE CHAIRMAN: Oh, yes. It wes the 19th of April, 
perhaps efter it had been brought into the Legislature, 
It was brought up in the Legislature at the end of the 
session, was it ? 


‘| 


A--I cannot tell you just now. 
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 Q+-Was there any discussion on it there ? 
A--I cannot recall. I remember the legislation coming up. 
COMMISSIONER HANEY: Sir Adam Beck's letter, dated on 
the 4th, distinotly deals with the Zlectric Oompany's 
interests in the Trent District. 
MR. JOHNSTON: That was all I was dealing with. 
HON. MR. FERGUSON: This whole System, they were 
discussing it as the Trent Valley System 7? 
A--We never had any thought of Nipissing at that time. 
HON. MR. FERGUSON: Sir Adam Beck was the first to bring 
it to my attention. He intended Nyjtpissing, and he intended 
the whole System. | 
| THE CHATRMAN: Wasn't Nipissing usually referred to 
as being @ part of the Trent System, although it wasn't ? 
i A--I cannot sav that, because I don't remember whether 
- Nipissing was in the System at the time or not. 
COMMISSIONER R. Ae ROSS: Q.-You were dealing, as 4 matter 
of fact, with the assets of a company? 
| A--Yes. 
Q--You may have called it what you like. 
HON. MR. FERGUSON; I was exceedingly anxious, 


Mr. Ross, in breaking that solid ring which prevented 
Hydro getting into Eastern Camda. There was only way of 


doing it, and that was to buy them out. Theat was my general 
purpose. 

THR CHAIRMAN: But there was 4 great 4ifference between 
the amount mentioned in Sir adam Beck's letter and the amount 
finally agreed on. 

HON, MR. FERGUSON: Well, I haven't any doubtfrom 
what Mr. Johnaton geal he recalls many things fo me. 

I remember we got in&o a dispute about whether Nipissing was 
_ included or not, and they declined to accept the bonds on 
this long-term basis, and I think thet, after further 
negotiations, he agreed to put in Nipissing if we reduced 
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the bonds to 4 per cent -- 

4-+-And make the term ten years ? 

A--And make the term ten years. 

Q--S5S0 that it was the inclusion of the Nipissing that 
really determine’ the lowering of me tern? 

A--That and the fact that the company said No, we won't 
take that. 

a--Lowering the term from 50 years to 10 years 7 

A--That was purely a matter of negotiasing, trying to 
complete the thing, and the Treasurer's view at that time 
was that with a 10-year bond we would be able to take care 
of the 4 per cent and, in the meantime, the whole system 
could be recreated and turned into a Hydro proposition. 


g--That the whole thing would be turned into a Rydro 
undertaking, so that the Government would be out of it 


and the municipalities would be the owners ? 
A--Yes, Ordinarily, as you know, under the Hydro 


System the Government guarantees the bonds. In this case, 
there were those different utilities, and there was also this 
difference, they were putting up the cash. 

j--Putting up the bonds? A--Yes, putting up the bonds, 
and we estimated, I am quite sure that I discussed this 
with Sir Adam Beck, he agreed within the 10-year period -~ 

y--He serced tothe 10-year period ? A--He agreed that, 
within ten years, the thing would be reorganized andput on 
the same basis as Hydro elsewhere. 

}--So that the Government would get out of it without loss? 

A--That was the expectation, oh yes. 

Q--That was the expectat ion he expressed to you ? 

A--Sure, and that was all our purpose. We had no idea 
that the Government was going to drop out of the scheme 
with a loss. : | 

Q--Did you know anything about the valuations that had 


been made by the Hydro of the physical assets of the company? 
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A--No. I cannot recall whethgr some of the Hydro officials 
may have told me, but I zanadt something about $7,000,000, 
but whether Mr, Johnston told me or some of the Hydro 
people I don't remember. 

MR. JOHNSTON: You don't suggest, Mr. Chairman, that I 
second this. That is pure nonsense. 

Q-~THE CHAIRMAN: I think you did very well, Mr. Johnstn.e 
You proved your value as Counsel to them. They made no 
mistake when they got you to carry on the negotiations? 

.A--That is very kind of you. 

Q--I hope they paid you well for it ? A--Not very well, 
I have a cause of grievance against all concerned. 

Q--Not agninst Mr. Ferguson? A--Oh, yes. 

Q--Dr. Reid too ? A--Yes. He tried to make it up by 
retaining me to draw the Railway Act once and he paid me the 
magnificent sum of $40. a day. 

HON. MR. FERGUSON: It would pay you pattertto get on 
a Commission. 
COMMISSIONER HANEY: Not much, Mr. Perguson. 
[Ht CHAIRMAN: There is one thing I want to-go back to 
Mr. Johneton. You say the 9,000,000 were taken over at 
85 cents on the dollar ? A--Most of them, I think, were 
purchased at that rate. 

Q--That would mean that the aompany received $7,650,000 
for those bonds at the 15 per cent dis count on $9,000,000 ? 

A--There was over $9,000,000. 


ae-I am just calling it $9,000,000. Now I understood 
you to say that the proceeds of those bonds went dnto the 


properties? A--I believe so, there is no doubt about 


that. 
Q--Well, either you paid too big a price for the properties 
or else the Hydro valvation is far too amall. 


A-3Probably. It is possible that wa aid pay too much 
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for some of the interests we acquired, That is so with any 
one. Mr. Rose may pay too much for some of hie raéw 
material, and it is also possible that the Hydro, in its 
valuation, put those properties far too low, 

a--You were not President of the company when this money 
was obtained, were you, from the Sun Life ¢ 

A--I don't fancy much of the money, or many of the bonds 
were issued during my Preeidencey. My Presidency came sbout 
on this WAY « Major Colville went overneas, and it was just 
about the time, I think, when the Rraro began vila evidance 
as to our properties, and Looking into or sucgesting the 
possibility of our selling out, end when Major Colville went 
overseas it was suggested that I should take the Presitency. 
He had not been President. Mr. Curry was President up to that 
time, but he was away a good dea, and it was suggested T 
should take the Presidency in view of tiose possible negotia- 
tiona with the Hydro and the Government, but I do not | 
recollect now how many bonds were issued during my regime 68 
President. 

Q--The money obtained from the Bonds was used for the 
 purvose of acquiring some of theese smal companies ?- 
_—s A--Advancing moneys to complete their constructi on. 


--Hho were the people who were interested in thoge small 


companies? In many instances identical with the parent 
company? A--Certainly. 

g--So they might have paid a good price for the small 
sompaniea 7% A--Oh, no, no money went tothen. For 
¢ instance, if a company was building a power house at a 
“certain point, it would issue its bonds; those bonds would 
de guaranteed by the Hlectrio Power Company and the proceeds 
would go into the develbpment of that plant. 
COMMISSIONER HANEY; No gash passed batwaen the smell 
- gubsidiary companies and the clectrio company, oF bonds 


for their properties 7 A--There were some peagjle wha 


got bonda, yeu. 
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THE CHAIRMAN: Q--There wae $7,650,000 paid out to 
somebody ? | 
A--lNo donbt. | . 
. a--It ie vary interesting to know just where that went? 

A--It was pak ovor for properties, or for rights, or 
for construction. 

Q--And the people who held the property, or rights, and 
aid construction work were often tdentical with the people 

who controlled the clectric powar company? 

A--No, I don't think #0. I don't think you will find that 
any of theotiginal incorporators of the company ever made a 
cent out of it, 

Q--Had the bondholders themacives any interest in this 
commany ? A--They had a large block of the common stock. 

Q--And didn't they get some of the proceeds of the bonde ? 

A~-No, oh no. 

Q--They were largely interested in the developments that 
had been carried on prior to the time of this bond issue, 
weren't they ? A--I am afraid I do not understand that 
question. 

j--I mean the bondholdera, the people who loaned the | 
money, advanced the money on those bonds had, prior to that 
tine, an interest in this development work in the Trent 
Valley carried on by the Seymour Power Company ? 

A--While thoy were holders of the common stock of the 
Electric Power Company, no. 

COMMISSIONER HANEY: Q--And the purchase of the bonds 
of the aubsidiary companies ¢° | 

&--Yea, for which thoy paid 85. 

COMMISSIONER R. A. ROSS: Q--Mr. Johnston, was all of the 
money, $7,600,000 spent on the properties, or was there 


any of it in the liguids that were taken back ait r 
the physical assets had beon disposed of to the Government ? 


A--There were some liquids, I don't know how much. I 
remember trying to get Mr. Bronson to give us our stores, 


which he wouldn't G0. 
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THE CHAIRMAN: Q--But the Government got none of 
the cash? A--No. | 

COMMISSIONER R. Ae ROSS: Q--In other words, were there 
any large outstanding balances on the amount that had been 
Taised on ca»vitel sccount ? | | 

\--I don't recollect, I don't think so. 

THY CHATRMAN: “~--You cannot speak ~ositively on 
that? A--llo. We head a firm of auditors who were in 
constant touch with this concern. 

COMMISSIONER Re Ae ROSS: Q--Of course,a matter of that | 
kind would not be a question for the auditors. It was 


something whereby you sold part of sour property snd 


retained part of your property, and you wonl& retain also. 
any cash unexpended that was in the bank ? A~~Y@s. 

47-Which might include a very large amount of wunexpended 
money, money that had been recived for canital nceount and 
not expended. A~-I think there was something, yes. 

THS CHAIRMAN: Q--Some millions ? 
A--Oh, no, probably a hundred thousand dollars. 
COM. TSSTONN2 Re. AsROSS: Bound to be something. 
@ CHAIRMAN: 4Q--Can you give us any idea where we 

can find out where this $7,600,000 went to ? 

ese tioes no doubt you can, if you is a Ee & Sons 

j--Will you co-operate with us in getting the information? 

&--I don't know, I am not being paid very much for thite 
I got the mamificent sum of 41.60 to come here today. 

3--Will you rejuest those people to give us this 
information, hir. Jahneton? A--Yes, I wil). make some 
injuiries. 

y--l must gay the impression conveyed to me is that 1t 
did not go into the property? 

A--The impression I convey ? 

4--Well, the impression that has been conveyot io me, 


not necessai ily by you, but by all that I have heard? 
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A--Where do you think it went? 
j--That is what I want to find out, I am puzzled as to 
that. I do not wish to express any suspicions, but f 


do not think that all the money went into the construction of 
those plants dow there ? 


A--Mr. Gregory, you may take it from me that every cent -- 

not a cent was improperly diverted. 

Q--I do not want to have an unjust impression on my mind. 

A--I do not think you ought to say that, because I submit 
that not a cent was improperly spent. | 

Q--I did not suggest improperly. 

HON. MR. FERGUSON: Some of your officials may have con- 
veyed that impression who have gone out into the field to make 
inquiries? 

A--There might have been money foolishly spent, there might 
have bead certain rights that we bought out that, as a 
matter of fact, this company gave too much far, some of 
its leases, such as Burleigh Falls, thangs that have not 
been developed, and are not going to be developed for 
hundreds of years. That is my own @pinion, and I thought 
po at the time. 1 recollect, as a director of the 
company, thinking that they were giving too much for 
Burleigh Palle and other Central Ontario properties. 

COMMISSIONSR HANEY: Q--Who were ? 

A«-The Central Ontario Power Company, some Port Hope 
poople but, Mr. Gregory, if that thing was left alone, 
and properly handled, and if it was given, 48 it should have 


‘been given, a monopoly of power in that district, it is the 
simplest thing in the world to make money, because 41) you 


have to do is to regulate your price accordingto the 
price of your property. 

THS CHAIRMAN: Why I asked Pint we have these books 
is that we may get the facts just as they are, and that 


injustice may be done to no one. We have tried seversl 
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tines, and We are surprised to find that the Hydro, when 
it took over the assets and the contracts, did not get the 
books as well?  4-=Do they say they did not? 

Q--Mhey say they did not get the books of the parent company, 
and here we are investigating the matter of this purchase 
and we have not g6% the material to verify the matter, I 
mean hy referring to the books which we feel fe $hould haves 

HON. MR. FGRGUSON: I think it is extremely important 
that that should be cleared up, for this reason: I believe 


that since this matter has come up notice has been received 


from one municipality, if not more, that had agreed to go 


into this Central Ontario Systom but have since declined. 

THE OHATRMAN: I don't know anything sbout that. 
Several of the municipalities were represented here at the 
hearing, and it Seems to me that ne public wrong was done. 

HON. MR. FERGUSON: Suspiciéns should not be 
Beananinatea . 

MH CHALRNAN: The only thing, Mr. Derguson, is that 
these books are not available, and the fact of them not 
being available might give rise to geome suspicion. 

HON. MR. WERGUSON: We did not buy their books. 

THS CHATRMAM: When you buy the sasets and take over 
the contracts it would seem that the books also hhould have 
been handed overe | 

HON. bR.e FERGUSON: I agsume that the Hydro got all 
they asked fore I ramanber disoussing with hir.Johnst on, 
wher. the thing comes back to me gradually, the very question 
wher. thoy went into the valuation; I remember intérvi ewing 

Mr. Johneton, and he said yes, they can go in am get any 
information they want. 


THE CHAIRMAN: The books may have been destroyed for 


ell I know, I hope not. 
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Mr. Perguson, is there anything more you want to say 


in the matter? 


HON. Re PSRGUSON! I don't think gos Your Commission 


is not rising. 

TH CHALRMaN: “Ye will be sitting here this afternoon. 
Ye will be here today and tomorrow. 

HON.MR. BERGUS OT: It is possible I may want to refresh 
my Memory about one or two things hir. Johnston has saic. 

| THD OHsalRM:AN: We will be glad to give you an oppor 

tunity, Mr. Ferguson; 

HON. MR. FERGUSON: If there is anything I can think 


of I will be glad to come back. 
MH CHAIRMAN: We will adjourn till 2245. 


e@ 
The Commission adjoum /at 1.10 P.lie Tuesday, 


28th November, 1922, till 2.45 Poke 
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APTIRIOCH SISZJION 26th NOViy Re. 1922 


JOHN FERGUSON: =xamined 
THE OHAIRUUIT: O-- Well, re #ergueon, we will be glad 
to hear from you now about North Bay. You are Mayor of 
North bay? ae-Yes. 
| Q--You are always Mayor? a~-I have been lL.iayor for a 
long time, but this is positively my lest appearance. We 
find ourselves there extremely short of power. 

G--I understand under your contract with the Seymour 
Power Interests an agreement wes made to supply you with. 
power to the extent of 35C0 horsepower? 

A-~3500. | 

Q--And now you are getting-? A--About 1600 horsepower, 

Q--And you want mere? A--"Te want more - I understand . 
that the Chairman of the Fire,\ater & Light Committee, 

Mr. Barker, and Bx-Mayor MeGaughey were here 4 few days ago, 
and they dvelt on the question of light. It is true that 
quite frequently we are unable to read the papers by the 
present light, but that isn't a serious mtter. 
@--Ts that on account of your wires? 
; a--lNo, that ie on account of the low power. At the 
| present time I may tell you our pumping Service is altogether 
jnadequate,. Our Reservoir is quite frequently almost dry, 
ang while we heve an auxiliary, yet it is not 46 dependable 
as it should bo. It is a gasoline auxiliary. 
QenYou have a gasoline auxiliary? ar-"e have & gasoline 


auxiliary, yese We abandoned our steam auxiliary some 


years AZ Oe 
Q--Were not you foblish to do that?  A--Quite 380. 
Not that I am trying to put the responsibility on the other 


chap that was there before ° I went into the Cheire 
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However, that was abandoned, which was a mistake. The 
Hydro Electric have a steam auxiliary in North bay also, 
ara theirs is abandoned, and I think there were two mistakes. 
However, the fact is that we sre short of power and we 
are disooursged very much. The Hy aro Blectric Commission 
are giving vs all the power pessible. They are now contem= 
plating additional power from what is called Bingham Chutebe 
Now you are into the South River country. This power is 
developed at South River, it is a flat country, and 2 great 
deal of the dams “ have been constructed, but the 
storage is very shallow, and, toa very great extent, 
freezes in that severe weather in the winter, freezes prac- 
tically solid, and it takes & long time in the Spring until 
it thaws out. 

Q--And that would limit the ameunt of power you eould 
generate in the winter time? A--It weuld affect us in 
the Spring. 

je-How thick doe8 the ice get?  A--Quite frequently 
as thick ag 26 inches. The shallower the water is the 
deeper it freezes, the thicker becomes the ica. 

Q--It freezes right through from top to bottom? 

A--In many places it does. They tell me this, {nose 
who have been in direct touch with the situation. That 
is one of the principal troubles that ia before us. 

The Hydro HZlectric Commission have told me thet this 
additional power which they expeat to get will cost in the 
vicinity 9 £150 ,000 to 200,000. Now, we think it is 4 
pity that - 

N--Did you say how much horsepower they would develop 


at that new plant? _he-About 1,000 to 1.500 hepe,. I 


understand somewhere in that vicinity. 1 understand that 
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is the additional horsepower that they would expect to get. 

COMMISSIONER HANEY: Q--¥Your contention is that would 
only be seasonal? a--I wili not say thet exactly, I won't 
be sure, because the water that they are going to take up 
there is an unknown quantity. It may be that it is deeper 
than the other, and that would not apply, but they tell me 
that it isn't any too dependable. It would depend upon 
the depth of the water that is backed up, of course. 

But the question there with us ig to get & supply of 
adequate power, & supply that is dependable. or ingtence, 
I had an industrial king, so to speak, come into North Bay 
& short time ago. He wanted to establish an industry 
rcs and the lights were dim, not at all anything like 
10¢ per cent and-even the water power in the hotel, t he 
pressure wis low, and dealing with the question of power with 
him afterwards in my offioo he said, " I am afraid Pie 
beu have not got the power hera."” L just mention that 
fact. It is discouraging. Wo oannot expect to obtain 
the industrial activity in No rth Bay that we © ould have, 
and that We are ready for, and that really belongs to us 
until we get a preper source of powor. That oan only come 
frem the development of the Chaudiex se or the improvement 
of French River. ‘ 

M--hnd don't you t .ink that this development at Bingham: 
Chute would answer? #A-~-Wa would Wedcome any power, but 
we leok upon that with more or less doubt. We have been, 
right along, a little ahead of the point, you may gay, because 
we have been short right alone Ye don't know what is 
going to happen, becsuee this Bingham Chute development , 
even if it will produce the power that Hydro says ch OE a Bt A a 


will not be ready for some times I don't know just when they 
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COMMISAION/H.NRY: Q++Iags any work been done there _ 
yet? A--I understand not, because I was advised by a member 


of the Hydro Hlectrio that if there is going to be anything 
done on the #rench River it should be made known at an early 
date before they make the expenditure of this money. srom 
thet I judge tiat there hag't been anything done beyond 
the machinery that they have had from some other plant, 
that they intend to install there. | I don't think there 
has been any direct expenditure there. 

NH} CHAIRMAN: Ia anybedy here from the Hydro. 
We ask that someone come over. 

MR. IRELalvD: I cannot speak regarding North Ba , 


Mir. Gregory; I am not familiar with the ci roumstanes there 


~ Gtralla 


"HE CHAIRMAN: You had nothing to do with that? 

MRe [RELAND;: I had nothing to do with that at all. 
ir. Jeffery, I understand, is on his WAY 

MRe FERGUSON: Gentlemen, the Hydro Blectric seem 
to be perfectly anxioua to develop the French River, and I 
understand the Government are sympathetit regarding it. 

It is a question of eost, The Chaudier:e Palle will develép 
12,200 hep» { 

THE CHAIRMAN: G--The Chaudierme Malls. is the first 
development above, or below? A--The first development is 
& bOVGs It.is 26 miles from Nipissing as the Crow flies, 
Thgt is where the prepent power ise fhe present power 
plant of the Hydro that is serving us now,» Tt is about 22 
miles from the main line of the O.P.R. Yerner, - betweon 


North Bay am Sudbury. The powe? Line would go from Chau- 


Nadie -s Palls aorose to Verner and then be distributed either 


to Sudbury or to North By, or to both. 
Re-I thought Sudbury was well supplied now? 
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a--No, they are not. Owing to the cessation, toa great 
attend of the operations of the Monde people, they would 
not require the power that they would have taken some two 
years age. At one time they had a request for 15,000 hep. 
COMMISSIONER HANEY: 9--The hionde people? | 
A-~-That is what their requirements were at that ti mes 
They have installed a steam plant which, I understand is 
generating about 8,009 hep. in that vicinity. 
The trouble that we fina ourselves in ig that North | 
Bay, for example, would be required to carry the lead. 
Under the present existing regulations North Bay would not 
be able to carry the expense of the power thst would be dev- 
eloped there st the Ohaudier‘e or the French River, as a 
whole, and bear the expense of it independently. We have 
censidered reasonable grounds for sale to Old Ontario, if 
you will, and we feel that we should receive some special 


treatment during what is called by Engineers, I believe, 


as the loading peried. It is not going to be possibile for 


us to carry the load unless the Sudbury Mines would go again, 
as they are starting now to go full steam ened) “Ve would 
not be afraid to take care of the Prench River Power under 
those circumstances, which is. in its entirety, 35,2300 hep. 
Q--That is the different sites? A--Three different 
Hall se 
Q=--You would not suggest developing all that at oree? 
Aerio, sir. We would only de@l with the one, 12,200 hep.. 
It means a good deal, surely, for the Province as @ whole. 
"HR CHAIRMAN: O--Would you expect the Province to 
carry the loss in its earlier development? 
A--We weasonably expect that the Province could do that 
for & time, during the loading period, because the North, we 


figure,means & very groat deal to the South. dpeaking 
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advisedly of the north and gouth, we are al] one, of courso, 
but we of Northern Cntario say that sectien of New Cntarie 
means 2 great deal to Southern Ontario. 

Q--I suppose every part of @ntario does something for 
the other part? 

A--We have every reanon to say “ Yes, gir” to thet. Greet 
just right now were it not for the people of Southern @ntarie 
the veople of Northern Ontarie would be in a sad plight at 
the present hour in conneotion with the devastating fire 
in that North Country. That is correct, the people of 
Norther Gntarie owe much to the generosity of the South. 

OUMMISSIONER ReAe-ROSS: Q--Mhat would Sudbury take, 
ir. Mayor? A--Just at the mement I may say that I doubt 
wh ether Sudbury would be able to take more than perhaps 
5,000 or 6,000 hep. just now. I would not be sure as to 
that, put I know there is a shortage. 

N--Would they take fer their own uses , for general manye- 
1facturing purposes ? A*-I think thoy get tl.eir power 
from Lampite. That is & privately owned concern. 

Q--They navda long term contract for that? 

A-~I cannot say. 

Q--You have & contract that is not the Hydro contract? 

You have the old contract that you made with the Company 
before they toek it over? AnW-Yes » 

Q--That has two years to rm? A--The lst of Jenuary,1926. 

Q--ould yeur people be willing to g® on & Hydro basis 
with othor sommunities. You say you have got two years to 
run on your old contract? nai have reslly three years, 


ir. ROSS. 
N-=-Yede a--lio would be willing. If we were only sure 


of getting power we are perfesotly willing. We have no 


fault ts find with the Hydro Electric. Quy trouble is 
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~~ ghortage of power. 

GenVell, you have had a grea% development there in the 
last two years? k--Yes, North Bay is peal very fast. 

(erand your ‘rates are favorable, I suppose? a-~Our 
rates are, yes. 

fMe-~-And you have had a great development in steves there? 

An~-Yes. 

O--So that in s district where power is scarce you are 
using &£% for gomething that could be handled in onother way? 

A--I know of one party who had to t:ke out a large stove 
and put in a smaller steve, and in certain cases they are 
doing away with them altogether and cooking by coal. Coal 
thero is very,very high and wood is not always desirable 
al though we are in & wood country. 

z MH CHalHusl: Q--Have you gas there? Aenea have 
no gas there. 

OOMLISSIONESR ReaeROS3: What are they doing with the 
power from the International Mickw! Company; they are using 
it, are they? b--That isn't altogether completed, 4s 

‘yet, but that will take care of the International Nlioked 
Company. It ig a very large development and cost them a 
very great deal of money e They will require it all when 
it is Peete ae Of ceurse, the electrification of the 
T.& NeQ. railway has been suggested, It is hard to sey 
just when that would be done. The #rench River to take 
care of the southern end of the T.& NO. Rly. “hat is 

the suggestion that has been made, a year or two ago by Sir 
dam Beok, and which I think is quite feasible. It is a 
good deal nearer at the southern end than their power would 
be north of Cochrane which would take care of the northern 


end of the line. 


Q-~S0 the only thing you have +9 depend on in that 
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country besides the uses of the munioipality for citizens’ 
uses is the development of the metal industrios? 

Aw-Well, n0. 

Q--There is no pulp there? A--"here ia a paper industry 
that wanted to go in this year, that is, they wanted to 
take out 8 certain grade of pulp and ystablish a paper 
factory in or around the North Bay section , am there is 
an industry there that is looked upon with a great deal of 
doubt in the matter of grinding rocke We have all the colours 
of rook known, from jet black to snow white. Theat is an 
industry which requires a aonsiderable amount of power. 
There are & number of industries. AS Soon 48 the Prenoh 


River is developed we have been assured that one of the 


largest fleur milling companies in Oaneda will turn the first 


sod and will erect one of the largest mills they own in that 

section theree We have a large tan bark country up there. 

“We have townships of tan bark, looked upon by leather men 

as being the sort of industry for that section of the country, 

but we are not going to get very far withou® power. 
CORMISSIONER R.oi-ROSS: %--ind the Nicksé Company 

are still using their steam sieves ater have to, they have 

nothing elae. They are not producing now owing to the 

drug on the market on account of the “Var, but those conditi ons 

have slmost passed. 


C--They have @ pewer plant in the Ontaeie. }.ine* 


a--Yes * ‘ 
ye-hre they using that? Av--To some extent. 
jenIt is @ small plant? a-~Yes. The l.anaging Di roct or 


said it is costing $168.09 per hep. out theite. 
TH} CHalRial: Q--How far are thoy from Ohaudiexr e? 


wee 


A--They would be about 4C miles from Ohaudier. a. I Saath 


thst the Ontario Govemmoent at the present time are very 
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Willing to co-operate with the Dominion Government. Mr. 
Drury and Members of his Cabinet, and alg the Hon. kir. 
Perguson, went down to Ottawa a year ago - last October, 
and met the Government regarding the development of French 
River. 

I would not be here todgy before you gentlemen, of 
course, if the war had not come on. The Government under 
Sir Robert Borden apprepriated half a mpulien dollars to 
start the werk there, and they spent about three hundred 
thousand nee in the installation of two dams, cne a 
very large apo bats and steel dam at Chaudiero, and 4 smelley 
one down at what is know as the Little Ohaudier-c. 

I believe that figurea have beer mentioned to you 
gentlemen here regarding what it would ccst to develop pcwer 
at those Chaudiere Balls, and in discussing the matter with 
those same gentlemen since they say that they did not take 
into account that §300,0@0 expenditure. Cf course, that 
is going to go some little way in helping the development 
of power at  Chaudierre. : 

OGASTS STONER Roi.» ROSS: je-™hat was in connection with 
the prospeative oanal, I suppose? ac-The re ig no canal, 
Lr. Rose. “here are three looks required. Preneh River 
is much deeper than Lake Nipissing, and this dam was put in 
in accordance with the plans and the scheme of development 
at Heley River, and is the first step in any cage both as 
to the development of power end the making of the stream 


navigable. That dam was absolutely necessary in order to 


-cong§rol the waters of Lake Nipissing whioh is ryendering a 


yery splendid service, and engineers tell me it ia one of 
the best works of its kind on the american Centi nent. 


M2 CHrlRMall: I think ir. James said the cost would 


be about Seven millions. 
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MR. J&Mi8: About $200.00 a horsepower, 
THE CH.udRHAN; Is that for the one development? 

Re JaH3$: That ig for the whole dovelopment. That 
wes just 4a reugh estimate. 

KR. BERGUSON: hr. Ghairman , I think Mr. Gaby stated 
from a million to a miliien and 8 quarter at the Chaudierre. 

THE OHAIRMAN: @--De you reoollect what the estimate 
is? 


MRe JAMES: I don't remember exactly what the estimate 


THE CHATRNAN: Q--You have made estimates? 
MR. JAahas: We have made astimates at different times. 
' COMMISSIONER HAISY: O-~That is for the dam below, or 
including the dam? 
MR. JAMES: Well, I think the estimates have been 
made both with and without. 
Q--But you don't lmow whet they are? &-- No, I have 
seen the estimates bu’ I don't just recollect the figures 
at the” time. 
THE CHAIRiaAN: Q--Where are they? A--They are on 


the Commissien's files, I believe. 
f-Cannot you let us have those now? A~-‘Yell, I presume 


7 


S®. 
Q--I think so, after Mr. Sergueon dealing largely with 

Pet sature of ite If you have them w@ might as well 
know what they are noe Suppesing you get thems 

(TO HR. PERGUSON: ) 

"HE CHAIRMAN: Q--Yiould you suggest then, hrm WYerguson, 
ag there will be a large development at the Chaudier e, 
and thaugh you gannot carry the whole load now the Govern~ 
ment should step in and make up ay shortage there may be, 


end that you think there is a reasonable prospect of other 
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industries devoloping which would sooner or later absorb 
the whole of the power that mi,ht be developed there ? 

A--That is correct. 

Q--Would your proposal be th.t the Government should just 
carry this deficit in the meantime in Suspense jccount, 
so that when the industries did come along and they were 
abie to carry it they should repay that off, 

A--That wouldbe about the only way in which we could handle 


Ate 


Q--You would not exvect the Government to pay it altogether 
and then forget about it ? A--lo, we Weuld not. 

Qe-You think they should pay it back when sufficient powef 
was being taken ? A--Yes, that could be done very well. 
It is a matter of taking caré of us, as I say, during what 
is known as the loading period. 

Qe-Have you made any estimate 2.9 to how lon, tht period 
would list ? A--No, that could not be arrived at with 
any degree of accuracy. A good deal would depend on 
Sudbury, for example. @ur work his been demoralized by this 
catastrophe in the North. If it hud not been ror Be eee NOR 
would have been at Sudbury and would have becn able to have 
taken the matter up with them and thus see exactly where 
they are at, because a gre.t deal will denend upon that. 

I &o believe that the Hydro peo le are under-estimating the 
srowth of North Bay. We are 25€ to 300 houses short 
in North Bay today, and from 50 to 100 places of business 
short today. 

COME TOSIONER 2. i. ROSS: g--What is your pooulat ion? 

A--About 12,50@. @ur unemployed list is oractically nil. 
No able-bojied man is walking the streets there. ‘“e have a 
very healthy condition only thet .e are short of places to 


house our prople, with families living in Capreel, Sudbury 
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and Callander why should bo living in North Bay, we haven't 


& place for them. 
THE CHAIRMAN: --I thought that the electrification 
of rnilways had been definitely decided on? 
A--It has been talked about but it hae not been stamped 
‘with certainty as yet. 


i--dave the Managers of the Railway sugested any place 
where the power could be develAped 7? 

A--Yes, sir, everyone of them, Mr. D. B. Hanna, the ex- 
President of the Canadian National Railways, and his 
Disectors. Wa have in the present Directorate Mr.Hungerford 
and Kr. Ruel, warm advoonters of the development of the 
Prench River, and the Chairman o2 the 1.%. 1.0.Railway 
assures me that at the present time i+ would effect a 


saving of a about a million and p quarter to a million and 
& half dollars a year on fuel alone for them while they 


are working as they are at the present time, 

The Dominion Government, and particularly the 
genadian National Railways, ig interested in ths dsvelopment 
of the Prench River, from a navigation point of view, 96 
they bring their wheat through, and the Canadian National 
Railways is favored with what in known us a water level grade 
to the seaboard, quit am advantage over our good friends 
the C.F.R. They have serious gradew to contend with 
which the Canadian National Railwaya have not and, in that 
way, there is an interest in there for the Canadian National 
Railways f: 0m a traneportation point of view. 

TUS CHAIRMAN: Mr. Jeffrey, you have heard what 
lire Ferguson has said about the desiradility of developing at 


Chaudiera. Vhat do you think about that ? Mould yor 
mind coming up here ? 
MR. JSPPREY: In the matter of further developnent? 


THE CHAIRMAN: Yos, at Chaudicre, 


Mi. JEPFROY: That if a develonment that deseds entirely 
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upon the market da the power, and the market is not 
immediately in eight. Me matter of developing in order to. 
ereatea market is a matter of policy; it is a Government 
policye 

g--What about the municipalities taking care of the 
development from the start ? A--There is no load in 
sight now other than what Mr. Ferguson has told us. That 
ts in the future. 

j--Have you estimated what North Bay might require in 
sddition to what it now gets ? A--Wel., North Bay, 
while they ara a little short of nower just now, I do 
not think they could use over 7 400 hepe, that is 


4mmediately, and we are going whead with further development 


- which will take care of North Bay's immediate requirements 


at the Nipissing plant. That would take care of the 
immediate revuirements of North Bay, but it would not take 
of any large industries at all. We can develop up to 
probably 4000 hp. there or thereadouta. 
g-- At those two places 4 A--at those two places. 
COMMISSIONER R. A» ROSS: Q--And they are getting 
1500 and short 400 7? 
A--I would not say they are ghort 400 right now, but thay 
will probably be next spring. 
TH CHAIRMAN: Q--When do you expect this development 
at Bingham Chute ¥0 be completed ? 
4--Sometime next yesr. 
je--Areyou workings at it now? A--Yes, we are going 
right ahead with 4t now. 
j--Did you hear what Mre Ferguson said just now about 
the probable shortage of water in the wintertime owing to the 
ise ? 4--There probably will be gome shortage theré, but 
I don't know that there will be such a serious shortage on 
account of ice thst we would not be able to get & normal 


capacity out of it, but beyond that I do not think we would 
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be abla to go. 

4c-Have you got any storage facilities there ? 

A~-Yea, but it just depends on the season, I sup ose, 
Gove: or less, as to what capacity we can get out of the 
plant even with tnoue storage dama, but we think that there 
4s sufficient that can be developec there in connection 

with these plants to give us upwards of 4000 hep. 
COMMISJIONSR R. A. ROSS: When is your low water 
season th-re, in the spring and fall ? 

A--I believe it is in the fall, and oacasionally in 
the winter, on towards March when it is frozen up very tight. 

Mite. FERGUSON: For example, two industries just at 
the present time, Mr. Chairman, Nr. Jeffrey hes oentioned 
about three or fom hundred horsepower. There are two 
industries waiting now that cannot go shead, they haven't 
even ordered thoir machinety. They would absorb between 
three and four hundred horsepower, two small industries 
it is true, and I know that the Hydro-Hlectric are doing 


everything that they possibly can there to give us power. 


I met their Menager, Mr. Stavert, in the middle of the night 
between North EBay ani the plant at Nipissing driving. 

It is to be hopod thet we will not have a fire of any | 
serious dimensions within the next few months. We have 

no fault to find with the Hydro-Ulectric Commission. They 
have gone in there endeavouring to do the best they can 

for US» If there has been a mistake made it is verhaps as 
Inuch our fault as theirg. We should. have had the Chaudiere 
development before now, 1t should have been gone on with 
but. wo cannot carry the lod. Bear in mind, we will 

have to be prepares to pay a good deal more for power, but 


we Will come into the growth that belongs to that section 


of the country. 


COMMISSIONIR J. A.» ROSS: It would be a great 
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protection for those communities thet you speak of 
if you had those new industries ? A--Exactly, I say. 
they sre at a disadvantage, end it is very discouraging. 
This gentleman I told you about who wanted to come in there 
paid "XJ did not mind the dim light but when I turned on 
the taps there was not enough pressure to get water,” and 
all that has a bad effect. 
THs CHAIRMAN; --If you had these two developments 
what would be your minimum capacity at any time ? 
MR. JEFFREY: Well, do you mean the Big Chute? 
THE CHAIRMAN: And the one you have now. 
A--%f we get them developed we will have a capacity 
there of arounc 4000. 
)--Yes, that is the maximum capacity, but the minimum ? 
COMMISSIONER HANBY; Not the Big Chute. 
A--I mean Bingham Chute. 
TH CHAIRMAN: You seid there vere certain times of the 
year when there would be less rater available ? . 


A--I beliove that we will have a minimum capacity of between 
3500 and 4000 hap. 


COMMISSIONER J. 4. ROSS: Q--Wouldn't you get a 
capacity from the Nipissing plant, when it is developed 
to a maxinum, of about that 3500 ? 

A--We would in generating capacity, yes, and we would, 
at certain seasons of the year, have enough water to 
develop all of that capacity. 

2--And the minimum on that plant would be what ? 

A--Of course, if we put in two generators thera with a 
sapacity of about 1500 kilowatts each the minimum on that 
would depend, of course, on the amount of water we would get, 
probably a little better than 3000. 

THE CHAIRMAN: I thought Mr. James said that 
plant would develop about 3500 and Bingham Chute about 1500 


giving you 4 total of 5000 maximum, with a 4000 minimum, which 
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would be over double your reyuirements at the present time, 


that is, if you were in that position today, hr.Ferzguson, 


it would bea real protection to new industries. 


MR. FERGUSOB: It would be. 
MR. JUFFREY: I doubt if we would get that capacity 


out of the plant. I think it would be nearer 400€, that is, 


for continuous power, 

THR CHAIRMAN: Q--Have you considered the vossibility 
of having to supply the railway ? 

MR. JHFYROY: Not from that plant. 

Q-- Or from any plant ? A--H#ell, no, we have never given 
the matter any consideration at all except as Sir adam may ) 
have considered the matter as a matter of policy, but as req 
gards making estimates, or considering the matter from an 
engineering standpoint, no we have not. ; 

Q--Mr. Ferguson spoke of them as a pos ible customer if you 
developed at Chaudiere, and also the Mond plant if they 
should finally take electric power they would use a lot of it? 

A--Yes, if we got those two loads it would ¢o a long way 
towards helping to carry the initial cost of development, 

Q--The total development I underatand at Chaudirre is about 
120007 A--Yes. 

j--I should think it would cover it . If you got 8000 
from Mond, but betiresn the others you should he ahie to 
dispose of it ? A--We would under those conditions, 
but we wonld have to get a long-term contract. 

COMMISSIONTA R. A. ROSS: Sveaking of storage in that 
district, one company put in a storage on the French River. 
What suceess did they have with that, do you know ? 

A--I don't know, 

Q-+T never Beard how that worked out. 

MQ. BERGUSON: The Hydro people have «ll kinds of 
trouble in the spring with the ice on the South River. 
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In connection with the foe cusation they are battling with 
it every yesr and they will es long as it is there. It 
would be & very difficult matter to convince North hay, 
speaking of my own town, to surchase power from the plant 
on South River from Hydro just on that account. 

THE CHAIR IAN: --Would there be the game difficulty 
with ice at Chaudiesrae? 

MR. FERGUSON; Oh, no. The iake ice, before it 
reaches the Falle there are 12 miles between, and hundreds 
of Islends, and it is all broken to pieces, even in the 
spring of the year, and going down there it would all 
be smashed up. There is very little ice on the French River 
within quite a distance of the Falls, on account of the 
current. At places it is very narrow, and at other places 
very wide. The French River would take care of the ice. 

COMMISSIONER HANEY: ‘The policy of the Hydro is the 
| development of Bingham Chute. 

MR. JEFFREY: Yes. It is necessary to go ahead with 
that in order to get the immediate power which North Bay 
requires, they have got to do it. ‘ 

MI? GHAIRMAN: Q--I suppose any power you develop there, 
ir, Jeffrey, would have to be sold, until that franchise 
expires, at the rate provided for in the agreement? 

Ae-Wo expect 60, YeSe 

MR. FRRGUSON: Mr. Chairman, we wera charged up there 
with a good deal of interest on the nurchase of the Seynour 
plant, purchased at $70,000, $60,000 paid on it ana #10, 000 
deferred until the completion of the ddal, but F found that 
was put into the cost. The cost was put in at 121,619. 

At the moment we are at a loss to know where that comes in. 

COMMISSIONER HANEY; What is that, I do not suite 


understand ? 


MR. FERGUSON; The North Bay Light Heat & Power Company 
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gold out for $70,000 receiving $60,000 approximately, within 

a few dollars. $10,000 was deferred. That was the purchase =~ 
Q--And the Government paid for that property ? 

MR. FERGUSON; We sold to the Seymour, I think. 

THE CHAIRMAN: Yes, the Government paid $408,156 for 
| the vlant at Nipissing. 

MR. SERGUSON: I thought it was $121,610 ? 

THE CHAIRULAN : Oh, no, they paid more than that. 

As a matter of fact, they paid over $500,000 for it. 

COMMISSTIONR Re As ROSS: The bond is sue against that 
plant was 500,000. 

| MR. JEFFREY: Are you speaking of the same thing, 
Mr. Ferguson? That includes the generating plant. I think 
it is the North Bay distribution and steam plant - the tw 
are not the same. | 

MR. FERGUSON: TI see. 

MR. JEFFREY: You see there was a steam plant taken over, 
the old North Bay steam plant, and there was a new generat 
ing plant installed. 

THE CHAISMAN: North Bay is in rather a dangerous 
position having no auxiliary steam plant, if some accident 
should havpen. 

MR. PERGUSON: They are in the seme position as any 
other town is in, just like Hamilton. 

THR CHAIRMAN: Haven't they any auxiliary plant ? 

mR. ERGUSON: No. We cid have an auxiliary plant, 
but it got so old, but for our power supply we have 4 
wood pole line which is the came scheme of tranemission 
that they have all over the Provinco. 

THR CHAIRMAN: So if power goes off for several dsys 


and fire came along there would not be much chance of Zighting 


Mit. JEPPREY; Noe 
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Mr. Chairman, some »lan could be devised or you take wo with 


the Government the advisability of the development of that 
one unit, for the present, on tho Prenth River, which is the 
idea of the Chairman of the Hydro-Hlectric Commission, end 
which I believe would be welaomed by the Prime Minister -- 

I believe that, with the co-operation of all Ottawa might 

be induced to take on their part of 16 simultaneously. 

BOMMISSIONSR HANBY: The Hydro have slready committe 
shemselves and are actually working on the Singham Chute 
at an expense of how much, Nr. Joffrey? 

MR. JEFFREY: Offhand I do not just reeall the figures. 
I think it is somewhsre around $120,000, but I am not at 
all sure. You will undsratand, of course, that even 
although the Government did decide on a policy of going 
ahead with the big development it would take several years. 

qeWhy 7? A--Well, you cannot construct a plan of that 
gize under at least two years. 

Ge-Two years are not several, vou know. 

COMMISSYONSR R. 4. ROSS; Mr. Jeffrey is allowing for 
the inertia of Governments. 

COMMISSIONER HANBY: Q--The dam ie built ? 

Reeves. 

Ne-ang the expenditure would be a»proximately 4 million 
doljars, I suspose? A--Yes, but 4¢ will take considerable 
time to get the Government to 0.E, that before you start. 

Q--F am not speaking about that, I am speaxing atter 
its O.K., after it has becn decided upon. 

THE CHAIRMAN: You have the development at Bingham 
Chute, You will have all the power developed for North Pay 
that you can use for some time to come, even if you had got 
those industries of waich you speak. ‘There do not seem 
to be any customers in sight for the development of the 
Chandiere Falls, unless possibly the Mond people might be 


induced to sbandon their steam plant, and if the railway 


\ cm eA PAL) pia 
Ne lege” y WAL 
5 ele a‘ é a ve 


etsineind: uberis kent 5 dhe, ot | eho 
atudo inacignt, out a8" enc bi ni - 08. 


. sassy, foxeven polit Maae tt “tnoasonr at ne oat atte teste 
oe 6 bss # ous eatow: tonnes BOR chloe a tae ee 
. mint!  aheot owt tsv0r ts. soho ssi 
sn 0" “exoron toa 9 a120%, on? ae. 

lace. gente at veritat oe Re +H sini 26-TMOD. fa 
; setdonarsse99 ‘Yo atdvent a 

4) aed al mas ft B VIBE ‘simoageaaion | 

i, MOLES ben A, sefet tat -r48 od biow wUMaR DAO aay, peers: - . 


gid f9biasoo shut fit, th tad" aren: Foang: ‘Sie ie ai f9h 


yiset to 


yfhate HON oo ted: tala ahs a ‘o2 “Fanmer ov 09 ot Jeg ot ehite 

| Pet Tas anh em eeyea ata“ ‘Yet tnode yak shone SOM, Deedes 
MGs! bebtook mad ead #2 tad tn yd Baz” 

anant ny #8 Sioengea Lovok wide erati see WAT ao CHR. + us 

eed At<oil 0? bagoLevab $a a "bt {fa ora fLtw woY .orod® 
oO Bae: Hoy Te ahah ‘eats ‘ot oni? Shoe TO. OGM MAS BONY pes he 


yy 


fare’ $9 ch OAK baba” Mabe” HOY ‘dotdw ko boisdan bik asodd: 


geal Lape Sat 


act Yo trwmegatovn’ alld ne taza as et Sono dane. ONS. OE Oe 


if 


ado tigin » LED hired nad blaingg, ana Ty) At ied at og beraxtin. 


WARE i) oat TE eae: dematat mode eer Mites of Seomhns 


ee 


-~1482- 
were to decide to use and take it from there, why, you 


would have the question solved at once. If you cannot set 


_ those two to decide to take the power you could hardly 


expect the Government to provide the money, 

MR. FERGUSON; I know a good deal about the nickel 
business, having manuge. the Sudbury Mines of the American 
Company for seven years, and it must be apparent to everyone 


that within two years the surplus nickel that is on the 


market of the world at the present time will be used up, 


in fact they have started already to smelt, they are going 
@head overy day. Within one year the Mond peovle will be 
going at a considerably faster pace than they are at 
the present time, and surely they will wolcome a step down 
from $168 a horsepower, or in that vicinity, to what power 
from Chaudiere would cost then, 

Q--They would get it off the sudbury line ? 

A--They would get it off the Sudbury line. The Hydro 
would distribute it from there. The line would go out 
22 miles to the C.F.R. and then go Hast and West. We have 
a gentleman's agreement with Sudbury that they are to have 
the first call on power. They have backed us up both at 
Ottawa and Toronto in connection with the improvement on 
the Trant River, on the understanding that they have the first. 
Gall on vower. They certainly have suffered and are 
suffering today for power. While they have it it is 
costing them a great deal of money, many times over what it 
is costing North Baye 

THR CHAIRMAN: Anything more, bir. Jeffrey? 
MR. JESFREY: No, except in connection with these 

estimates. The estimates that Mr, James sveaks of were 


prepared some time ago, and I do not know whethor they 


would be really close enough now to give you any very good 
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idea as to what the cost would be. 


COMMISSIONER HANEY: Q--How long ago were they prepared? 
A--Well, now, I am not just sure how long ago it ise I think 
it is away back prior to the war; we have not made any recent — 
estimates at all on that, they are all old estimates away 
back, I think, about 1913 or 1914. 

THE CHAIRMAN: When he quoted the estimates the other 
day aia he just take those and add a certain percentage to 
them ? 

A--I cannot say that. 

MR, FERGUSON; Did I understand somewhere about $7,000,000, 
that is what someone yuoted. 

THE CHAIRMAN: Yes, Mr. James did, for the development 
of the three different sites on the Franch River. 

WR. JEFFRPY: If there are any more recent estimates 
than those I do not know of then. 

MR. FERGUSON: Mr. Gaby, no later than this morning, 
gave me the figures again of about a million and a quarter 
dollars for the development of the Chaudicre. 

COMMISSIONTR HANEY: It would appear, Mr, Ferguson, that 
the important thing in your district is to get your power 
users together and have them mélre 6 specific proposition to 
the Hydro people as to the amount of power that they want, 
| - an understanding as to what the price woulda be, and get some 

action taken either for or ageinst the development of the 
Chaudiere. Conversations don't go very far. 
| MR. FERGUSON; No. 
| COMMISSIONSR HANEY: Prospective contracts don't pay 
‘interest. 

MR. FSRGUSON: Very true. 

COMMISSIONDR HANEY: And if the Mond people will require 
power in two years, and they are prepared to contract for & 


gpecific amount of it, and the Sudbury seople, and yourselves, 
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you will get pretty nearly the maximum amount of power that 
could be developed at the Chaudiere, according to your state- 
mente What is essential in ell those cases is action, first 
of all, and the second is action, and the third is action. 
Do you depend on fhe Hy dro people to find the oustomers ? 

NR. FERGUSON: No, the Hydro find a great many customers, 
but we have a lot of customers eotiae at our door now 
asking as to the price of power, at either myself or the Chsir- 
man of the Industrial Committee, and we have got to hold up 
our hands and say No, we cannot take on Snauetnial activity 
just now, we cannot talk business with you at all, we will 
have to wait until some day in the future and see what the 
Hydro people and tho Government are going to do for us. 

COMMISSIONER R. A, ROSS: When do you think you will be 
readywith that new plant for Sudbury, how long do you think 
it will take ? 

MR. JEFFREY: Bingham Chute ? 

COMMISSIONER R. A. ROSS: Yos. 

MR. JEFFREY: We expect to get it ¢oing sometime 
perhaps in the sumer. We will have our first unit in, 

I think, probably early in the summer. 

GOMMISSTONRR R. &. ROSS: Probably taking care of 
the full shortage ? 

A--Yes, and ve will probably have tw units is, taking 


about 800 kilowattse 
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WILLIAM D. BONTHRON (Examined) 


THE CHAIRMAN; Q--Mr. Bonthron, you are a member of the 
firm of Price Waterhouse & Company? A--Yes, sir. 
47-Accountants for this Commission? A--Yes,sir, 
i-~Have you examined the account of what is known as the 
Cent -al Ontario System? A--Yes, sir, we have. 
Q--When was this property purchased bythe Province of Ontarie? 
A--As of March lst, 19}6. | 
O-an'* terms are set out in an agreement, aren't they, 
dated march lUth, between the Province of Ontario and the 
Seymour »eople? A--Yes, sir. 
. 4--T won't ask you nuestions about it, but perhaps you 
ean tell us something nbout what was given for the property and 
what the Province obtained ? 
Jin-The purchase cansideration was $8,350,000 par value of 
. 4 per cent debentures, due in ten years from March Lst,1916. 
| The properties acquired comprise two sections, the Nipissing 
section which comprised a generating plant and distribution 
system principally for the City of North Bay, but eee 
Supjlying power to three other small communities. The balance 
£ the Systom is known as the Central Ontsrio section, which 
comprised power developments, transmission lines end 1oael 
distribution electrical systems within, I think, fifteen 
municipslities; four gas works, two wuter works, the Peterboro 
Radial Railway and the Campbellford Pulp Mill. Those were 
all the properties, I think, that were acquired. 
y--4o you know whete those local distributing districts 
wore ? A-~-Bellevills -~ 
Q--That is where the Government bouvht the local dis-~ 
tributing systema? A--Yes, sir. There was Belleville, 
Bowmanville, Brighton, Cobourg, Desoronto, Lindsay, Millbrook, 
Napanee, Newburg, Newcastle, Orono, Oshawa, ort Hone, Trenton 


and Tweed. 
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' Q-=Can you tell us where those various plants were that 
you have spoken of, gas and water, and so on ? A-~-Yes,sire 
The gas works were located at Cobourg, Oshawa, Peterboro and 
Napanee; the water works at Cobourg and Trenton, Feterboro 
Radial Kailway, of course, the Municipality of “eterboro. 

j--Werve you goingto spesk about the contracts ? 

A--Well, Yeas ‘These local electric systems where the. 


power ig retailed by the Commission within the municipali~ 
ties are on the basis of contracts entered into by the 


subsidiaries of the Rlectric Power Vomeany prior to the 


purchase by the Frovinec. 


j--Did those contracts cover & term of years ? 
A--Yes, sir, I have a note of the perio&s of each of then. 


j--And some of them, one at lest, Belleville, there is no 


date of expiration. 


COMMISSIONSR HANRY; 4--Does that mean it is perpetual ? 
A--Apperently so. ‘That is a legal question ss to that, 


except that the municipslity haa the option to purchase the 


property on May 19th, 1916, or on any date thereafter during 


the life of the franchisee 
MI? CHAIRMAN: 4--So it muy take over the plant at any 
time it wishes ? A--Yes, sir. 
COMMISSIONGR J. i. ROSS: On the basis of tangibles only. 
A--The Belleville contract provides ror the acguisition | 
by the city of the properties -- quoting the wads -- 
at their then actual cash value to be settled by arbitration. 
The se contracts with the various municipalities named, 
whore they contain options to nurchase, the langucge is not 
always the same, nor are the intangibles excluded from 
the consideration in each Casee 
THE CHALRiAN; --The Blectric Commany hadi entered 
{nto contracts with private parties, had it not ? 
A--Yes, with companies and with some municipalities, for 


the sale of power on whet you night term a wholesale basis. 
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Q--Perhaps we will come to that presently. ‘What about the 


value of this property that was purchased by the Province? 
A--¥ell, we never knew the value that was taken up in the 
accounts. 
Q--Was it valued by the Hydro-Blectric Power Commission? 
A--A valuation had been made, @S 6 Ceaerevane 10, by then. 
engineers of the Hydro-Electric Power Commission during 1914. 
te have that value here, Then when the properties were. 
acguired by the Province, the cost of reproduction of the 
property in 1914 less some adjustments on account of 
inventories, values included, and taking into account the 
soncitior of the property to March 1st, 1916, formed the 
basis of value. 
Q--Perhaps we had better go beck. First, what was the 
amount that was paid for it ? A--$6,350,000 in par value 
4 per cent 10-year debentures, 
a--Well, now, what was that equivalent to in cash ? 
A~-Well, on the basis of a 5 per cent interest return -- 
j--Was that the rate prevailing et that time ¢ 
A--Thet was approximately the rate erevailing «s far as we 
can ascertain. We found thet bonds of the Provinee, 
5 per cent bonds, were selling at about 4.85 and 4,87. 
p We, therefore, deducted 5 per cent as being sufficiently 
close for this purpose, because 14 would appear that Provine ial 
5 per cent bonds, without: the succession duty clsuse, 
would be selling at at leust on a 5 per cent basise 
These LO-year debentures on the basis of 5 per cent interest 
reGurn on $8,350,000 would be worth $7, 705,206.52. 
7-87, 705, 206-2? A--Yos, sir. $8,350,000 was 


equivalent to that amount in cashe 


Q--$8,350,000 was equivalent to that amount in cash ? 


A--Yes. In other words, on the basis of a 5 per cent 


return that would be subject to a aiscount of about %& 645,000. 
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Q--Now, was the valuation that you speak of made on a cnsh 
basis ? . A--The valuation made by the engineers was, I 
think, on a cash basis reproduction value. 

Q--What was the valuation made by the engineers ? 
| A--The only thing we hove as authority for that is a book 
that has been hended to us, I believe by your Cormission, 
furnished to you by the Hydro-Electric poian Coenen 
showing a summary of the appraisal valuation that they made. 

They determined in 1914 the total replacement valua- 
tion of these properties to be $5,598,411. They determined, 
apparently, the depreciated condition and valuation to be 
$4,410,466. 

Qe-That ig what would be the actual value ? 

A--That is what they dotermined those actual values to be 
on this basis in 1914. 

Q--Well, then, you say that they gev" for it equivalent in 
cash, on @ cash basis 67,705,000 ? A--Yes, sir. 

q-- What would be the difference between the cash value of 
the property, the actual value end the amount that was paid 
for it ? A--Well, it would nat rally be the intengibles 
attaching to the properties. 3 

g--That would be how much ? A--As between those two 
figures approxinately $3,300,000. 

Q--Well, then, when the liydro made the entries in its books 
what aid it place there, did you see the replacement value ? 

A--The value was based on the replacement values determined 
by the engineers in 1914 with some slight revision of those 
values. They reduced them by 4307,312 of which 161,000 
ere, and then there were some 


was inventory included in th 


additions to the property, about $183,000 additions1 money 


spent down to March Ist, 1916, 590 that the total considerstion 
of 38,350,000 in par value aebentures was spread on the books, 


and $8,165,001.47 was charged to “roperty Account, and the 
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~1489- 
belance represented inventory and some tools. The 
58,165,000 odd was separated as between replacement values 
and the tangible properties and intmgibles. 

j--Well, then, the replacement value was given ? 

A--ind placed on the books of the companyat)5,487,659.47. 
That was the replacement value estimated down to March 1st, 
1916. : ; 

g--Weil, then, what did you do with the diffsrence between 
this amount and the amount that was paid for the vroperty? 

A--That was charged to property account; as representing 
intangibles that amounted to $2,677,542. 

Q--ihat do you mean by intangibles 7. 

A--Well, it would ordinarily include the undevelore @ 
power in a case of that kind, potential earnings of the 
company capitslized. 

j--Then how was this difference between the replacement 
value of the pronertyand the amount paid entered on the books 
and app vrtioned among the different plants ? 

A--It wag arbitrarily, more or less, avportioned to the 
various classes of ~roperty so as to arrive at what was deemed 
an equitable basis for distribution of the. total interest 
charges but, of course, in mroviding itor. renewals the 
ints: gibles have not been take. into account. The renewal — 
provisions hsve been mode solely on the tangible properties. 

9--Thet is, the Government had to pey interest on the 
whole of this 48,550,000 7? A--Yes, Sire 

«z--And in order to ascertain what it shoulé charge up 
against the respective plents sor this interost it 
apportioned the full amount paid amongst them a1? A--Yes,sir. 


Q--What you say would be an arbitrary basis ? 


A--It waSe 
qj--Have you got 4 statement showing how this was apportior i 


among the different plants ? Av-rrhave ity bude t don't 
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~1490- 
tmow whether it goes into sufficient detail. The Central 
Ontario Systen, power development and hydraulic rights was 
charged with $1,915,712; transformer switching stations, 
in every section, $141, 426; transmission lines with «175, 962: 
the loeal utilities, electr te, gas, water and street railway 
were charged with $325,607. The Nipissing Section, in tota. 
was charged with $98,671, end the Pulp Mill with G19, 964. 

q--Have you got a statement, Mr. bonthron, showing in 
two columns the amount of the replacement value alone of 
each property, and the intangibles that were “laced against 
it in addition to that ? A--I did have such a statement, 
but I gave it back Nz. Latimer this morning. 

je-I think you might look at that statement which I now 
hand you ? A--VWell, all those figures, the totals | 
beyond those summary figures that I just gave you would be 
entirely too much to read into the record. if there are any 
particuler parts of the System thet you would like to inquire 
as to -- ‘ 

u-~Have you got one of the different plants f° 

A--Power houses. 

q--1 tent t thinking of that, no. A---You mean the 
local systems ? 

j--Yes? Aw--Yes, Sir. Belleville, 725,830. 

j--Well, what are nope? A--Those are the intangibiess 

Q--Well, could you zive che replacement value and the 
intangibles both? A--Yese In the case of Belleville -- 
those are the March 1st,1916 figures -- the replacement value 

angible property Was $116,032; intangibles “25,830, 

total $143,862.  Bovmmville replacement $34,768; 
intangibles y7,609. Potal $42,377. Newcastle replacement 
46,725; intangibles 21,474. Total ¥8.209. Orono, replace- 
ment $4,696; intangibles $1,028, totel ¥5,724. Brighton, 


‘ + a, uN 
replacements $21.,269; sn¢anpibles $4,654. Notal 725,982. 
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- Cobourg Electric, replacement $76,383; intangibles #16,716. 
Total 393,099. Cobourg Gas, replacement (78,270; 
intangibles $17,129. ‘Total $95,399. Cobourg Water 
Works, replacement $162,975; intangibles {25,666. 

Total¢i198 ,641. Lindsay, replacement $57,088; 
intangibles $12,493, ‘Total $69,581. Millbrook, 
revlacement $6,535; intangible $3,000. Total $9,535. 
Nepanee Blectric, revlacement $31,395; intengibles 20,000, 
old steam plent, replacement, 18,143. Yotal 769,538. | 
Napanee Gas, replacement $35,001; intangibles 7,677. 
fotel 42,758. Oshawa Gas, replacement $96,440 ; 
intengible $21,084. otal $117,424. | 
Port Hope, replacement $63,452; intaigible 713,892. 
Total (77,324. _ -Peterboro Electrid! replacement 
67,486; intangibles 41,638. Total y9,124, 
COMMISSIONER HANDY: Are there no intangibles without 
tangibles at all on that list 7 | 
A--There are no tangibles witout intangibles, 
3--No intangibles without tengibles ? A--No, sir. 
fhe Peterboro Gas replacement 4124,647; intangible $27,278. 
Total $151,925. Peterboro Sailway, replacement $236 ,357; 
intangible ¥51,726. Total $288 , 083. Trenton Electric, 
replacement $75,923; intangibles 35,000. Total 110,923. 
Trenton Water Works, replacement 420,000; intangible 34,377. 
Total $24,377. Tweed, repiaceuent w12,594; intangibles 
2,712. Total 15,106. 
g--Aren't there some waterpowers there that have practically 
no eeangiieat oS was speaking of the local electric 
systems, and local distributing ayatems. I de not see any 
properties here where there are intangibles without tangibles. 
THE CHAIRMAN: Q--Well, then, the idea instead of 
adding intangible in each case ig to increase the amount 


upon which the local charges would have to be based, thaf is. 
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ifthe rate to be paid by those using that System were fixed 


it would be fixed high enough to pay interest charges on 
the intangibles as well as the tangibles ? 

A--Yes, sir, that was the idea of it. 

4--5o0 that if the tangibles were not added the races 
charged to thae places might be lower then they would be 
with the /Eangibles ? A--Thet is true I consider on the 
tote1 bond issue which hse to be taken care of, 

Q--And thet is the way it was teken care of ? A--Yes,sir, 

Q--Now some of these municipalities are authorized, I | 
think you seid, to take over these Systems from the Government? 

A--Yes, sir. 

4--Does ce agreement between the Electric Power Company, 
which originally made them, and these municipalities, provide 
that the intangibles which are charged against this system are 
to be taken into account when these systems are taken over, 
if they are taken over ? A--In the cases of some of the 
franchises where the municipalities have options to purchase, 
provision is made for determining the value on the basis of 
the tangibles only, but as a going concern, but excluding ali 
franchises and Cao gill, or other potential. values. 

4--What does that opr i Does it meen they just pay 
the price say of a replacement or actual velue ? 

A--They pay the actual cash value of the tangible 
properties existing at that date. 

q--Now, what municipalities are those 7 
 Ae-Belleville,Bowmenville, Desoronto, Lindsay, Millbrook, 
Neweastle, Orono, Port Hope. That seems to be all. 

Napenee contains only these words: “When they are required 
to purchase, or may have sn option to purchase the property 
as it then exists.” That would be & question of what 
the interpretation would be of that value, and North bay 
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concern but subject to the provisions of sub-section AS 


of section 566 of the Municipal Act, 1903". 
COMMISSIONER R. A. ROSS: Q--By whom were those contracts 
made, Mr. Bonthron ? 


A--By the subsidiaries of the Electric Power Comnany prior to 


1916, or possibly; in some instances, they have been made by 


the Electric Power Company. I think, however, by the sub~ 
sidiaries in each instance . 
THR CHAIRMAN:  Q--So that when the property was taken 


‘ 


over it was taken over subject to those contracts, taken over 
by the Government subject to those contracts? A--Yes, sir. 
g--Then in these oases, Mr. Bonthron, if the municipalities 
exercised their rights under this agreement, and just took 
them at cost, how would the Government recover the intangibles 
which were charged up against those properties, and which 
formed part of the purchase pr ice paid by the Government? 
Ae--I do not see any way in which they could recover tha te 
Q--You do not see any way? A--o, sire 
Q--Do you want to say anything more about the hontnaate 
with the municipalities? A--Well, in some instance és, on the’ 
basis on which the accounts have been kept they show that 
profits have been made within the municipalities, that is, - 
on what you might term local dis tribution of pover, the 


retailing of power, but the accounts of the Commission, the 


accounts of the Province for this System have not been adjusted 


basis that the power generated and distributed for 
in bulk to the 


on & 
those municipalities has been charged 


municipalities at cost, so that the epperent profits are, 


in some instances, not real. 


Q--When the System was taken over by the Government they 


took over, as well as those contracts wiih the wmmicipalities, 


contracts with private concerns or corporations, did. they not + 


A--Yes, sir, they aid. 
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Q--Cen you tell us what they took over in thst class ? 

A--Yes, sir. The more important ones were the Canada Cement 
Company contract to furnish the Cement Company with power at 
fixed rates. 

Q--Well, now, when was that contract made ? 

A-~-On February 23rd, 1910. 

Q--For how long does it run % A--It expires on 
March Ist, 1925. It is a 15-year contract, except that 
the consumer has the option to renew the contract for a further 
period of 15 years, which would make it run to 1940 if ities | 
renewed, 
 Q--Could you run over those contracts and tell us if they 

have been carried at & loss or a profit? | 

A--I have the figures here, in total, for the three years 
ending October 21st, 1921; on the basis considering power at 
cost these contracts have resulted in a loss of about 
§169,000 in those three years. 

Q--Give us the details of that? A--in Campbell ford 

the loss there is about $20, 000~ Ganada Cement Company 

the loss is about $72,000, of which ayproxinetely $62,000 
is in the one year ending October Slet, 1921. ‘The C.P.R., 
there is a small profit. Canadian Le ary small loss of 
about $700. Chemical Becaunees another small loss $490. - 
Deloro Smelting and Refining Company, there is a loss of 
about $11,600. Sundry companies in Pt eae there ig a 
prorit of about $3000. The Ontario Rock Company there is 4 
profit of about 5300. G.M.People a small loss of about 
51000. Point Owen Quarries a loss of about 6000. 
Sheehy & Sons a profit of about S500. Then there are three 


, a i Te i ti i ee 
* :~ 


municipalities with whom contracts for the sale of power at 
fixed rates are included in thie list: Kingston, on which 


there was a loss of about $35,000, on power sold to Singston 


at a fixed rate. 
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a--In three years ?  A--In three years. Omemee is about 
$1500, and Stirling about $125. There are two rural lines 
included here operated at a loss, about $7500, The total 
of these is about $169,000 for the three years. 

q--Have you got the returns for the year end ing Slst October 
from those ? A--No, gir. The accounts of the Commission 
for the year ending October Slst, 1922, have not yet bem : 
close&. We know only apppomimately what Enemas et result 
of operation of the Central Ontario System will be but without 
yet being able to determine how much the result would be by 
the various plants or local utilities. It is estimated that 
the operating deficit for the year ending Zist October,1922, 
will be about $30,200. 

Q--tould you tell us what the operating deficit of the 
property has been since the property came into the hands of 
the Government ? A--Yes, After providing for renewals 
and 4 per cent terest on the debentures, and other 
interest charges, but without interest, or tather without 
conside™ing any sinking fund other than a very smak 1 provision, 
the operating deficit for the property from March 1st,1916, 
to October Slet, 1921, was $168,950.15. 

ae was that provided for ? | A--Necessarily out of 
advances by the Province, or from the use of moneys while it 
was being advanced. . 

GOMMISS TONER R. 4. ROSS; That deficit is practically 
identical with the losses on those fixed contracts. Who 
made those contracts? 

A--It is @ coincidence, that is ail. The contract with the 
Asbestos Pulp Company was made by the Hydro-~Blectric Commission 
August 18th, 1916. The contract with the Chemical Products, : 
Limited, was made on November 3rd,1920, and the contract with 


the Canadian Paper Company was made on December 14th,1920. 
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COMMISSTONSR J. Ae ROSS: Q--You might also indicate ash 
they expire, Mr. Bonthron f 
A--The Asbestos Pulp Company runs for 5 years, to 
August 18th, 2921, and it has been automatically renewed. 
THE CHAIRMAN: Q--Is there a provision in it for renewa]? 
a--I baven't here a copy of that contract. The contract 
with the Chemical Products Company was a one-year contract, 
merely continual until cancelled by either party. The | 
Canadiem Paper Power contract wag from December 
14th, 1920, to January Ist, 1922, one year and 15 days, and 
the contract was renewed for one year at the same rates. 
The Canadien Cement Company ee I mentioned before. It 
rues for 15 years to March ist, 1925, with the option for 
further renewal of 15 years. 
Q--That would be made about 1910 then ? 
A--That was mage on February 23rd, 1910. It was taken 
over by the Province at the date of acquisition of the 


proper tye The contract with the G.P.R. was made on fanuary 


—Blst,1914, and runs for 10 years, The Canadian Woollens 


Limited contract was made on Nay 29th, 1917, without any 
definite termination date being fixed. aes 
GOMMISSIONER J. A. ROSS: 3--Thet is, it may run over ? 
A--I don't know, I haven't got the contract here. 
THE CHAIRMAN: Q--It may be cancelled at eny time ? 
A--I don't know thet there ere any provisions for cancellas- 
tion. The contract with the Department of Railways and 
Canals was made in 1912, and the expiry date is not mentioned 


in the contract. With the Deloro Smelting & Refining Company 


the contract was made on Sanuary 4th, 1920, and expires on 
December 6th, 1924. The Prankfor# Cooperage VYompany con- 
tract was made April lat, 1921, and runs for one year. 


The G.H-Gillespie & Co. contract was made May 6th, 1920, and 
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| expires November ist, 1921, and was automatically renewed, 

that is, the service continued under the same rate. I presuite 

) it is tefminable at. any time. The Corporation of Madoc, the 
contract was made October 8th, 1909, expired January 1st,1920, 
and wes then renewed for a further period of ten years. 

- @he Nicholls Chemical Co. contract was made September 28th,1920, 


expired on.August 1st, 1921, ana was automatically renewed. 


G. M. Peoples contract was mace Ostober 1st,1919, and: ‘expires 
on April lst, 1924, The Point Owen Auarries contract was made 
March 23rd, 1921, expired March 20th, 1922, and was automati~ 
cally renewed. Contract with the Corporation of Stirling: 
executed on September S0th,1909, expired January ‘1st,1920, and 


was then renewed for a further period of ten years, The 


ee ee oil ——_— 


Corporation of Whitby. There is, apparently, no formal foneeent: 


The rate of $29 is an interim rate only. With Kingston a con-~ 


oi 


tract was made on September 4th, 1916, and expires in twenty 
years fcom the date when pul er is first supplied. 

Ontario Rock Company, the contract was mace on January 3rd,1920, 
expires June ist, 1930. Sheehy & Sons, contract was made 


May 30th, 1921, and expired dune 15th, 1922, was automatically 


Zt appears that out of all of these contracts there are 
only three that were taken over from the Flectric Power 


Comoany, that is, the Ganadigm Cement Company, which is very 


vuprofitable at present, the Depertment of Railways and Canalis 


ana the C.2.R. contract on which there is a small profit being 


t 
madeée 


THE CHAIRMAN: g--You mentioned other assets taken over, 
the Pulp Mill, for instance? A--Yes, sir. 
Q--What has been the result of the operation of the Pulp Mili 


4 


Oh, by the way, what is the total deficit down to the end of 


October last ? A--$207,168. Of course, that includes the 


estimated deficit for the current year, at a figure of about 
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4--Yes? A--The results of the bperation of the Pulp Mill 


were that for .the period from March 1st,1916, to October 31st, 
| 191”, there was a profit of $32,753.62, and then for the fiscal 
years ending on October 31st,1918, a loss of $14,869.89, 
1919, $58,860.30 loss, and in 1920 a profit of 
- $200,364.45, and in 1921 a loss of $17,693.94, Of course, 
the showing for the year 1920 was abnormal and due, practically 
entirely, to the prices received for pulp sold in that year. 
Q--However, there was a big profit for that vear? 
| A--Yoes,sire 
| Q--What is the net profit from the pulp mill since it 
was taken over, down to the end of thé year or of the last 
fiscal year ? A--Subject to some slight adjustment, 
the net profit is anprozimately $118,000 for the period from 
March 1st,1916, to October Slst,1921. 
Q--To 1922 now ? A--I aon t know, ve have none of the 
figures in detail by operations or utilities for 1922. 
THE CHAIRMAN; Mr. oR ea you might find those ian 
if they are available. | 
MQ. GUILFOYLE: The statement showing what the asficit 
would be for the year ending Slst October. 
| WITNESS: That shows a loss of $71,000. 
WR. GUILFOYLE: That is dow to October Slet,1922, 
THR CHAIRMAN: Q--The total loss wouid be, or what is 
the net profit of the pulp mill 7 
An-A profit of $113,000 less ¥71,500. 
4--Bo there was & loss for 1922 of approximately ? 
A--That is the loss for 1922. That figure first shows in 
detail $71,588, being the estimated loss of the pulp mill 
for the fiscal year ending October d1st,1922, 
g-eAnd that mikes the net profit for the whole period about? 


A--About $41,000. 
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Q--What about these different plants, the gas plants and the 
water works, how have they been operated, at a prorit or a loss 

A--They have been operating at losses, but they are gradually 
improving their position. They wre being teought on 
to a profitable basis. . The gas works in total -- 

%--You have them 4n total ? 

A--I have them in total by years, I haven't got the figures 
separately. The gas works you want Pl ace 

4--By years 7? A--For the first period ending on 
October Slst,1917, in the aggregate, there was a loss of 
$31,750.67. In 1933 the loss was G26, 847027. In 2029) it 
was $23,879.41. In 1920 it was $13,562.15, and in 1921 
it was $8,654.52, so that the loss hes been decreasing each 
year. The aggregate loss in the operation of gas works Lox 
this period to October 31st, 1921, is $104,674.01. 

Q--Were any changes made in the rates for gas charged by 
the Hydro? A--Yes, sir. On the expiry of the franchises 
the rates were adjusted so as to bring the revenue up to 
approximate the cost with the idea of reducing the loss. 

g--Have all the franchises expired 7 A--I am not sure that 
we have all those gas franchises heree I cannot tell you 
whether they have all expired, but I Imow the rates have been 
adjusted, so that, epoerently, they must have expired. 

j--What change has been made in the rates ? . 

A--Take Peterboro. The domestic rate was 1. 25 per thousand 
veet, and the manufacturing rate wag 1.15. Those rates wer 
in effect July 31st,1917, when the rates were changed to 1.40 
domestic end 1.20 manufacturing. Those retes continued in 
ezfect until May 31st, 1918, when they were then changed to 
a flat rate of $1.75 which continued to dJanusry 231st,1920. 
The rate was then changed to See, and “hat has remained in effect 
to October Slst, 1921. Changes were made with reference to 


the other gas plants at Oshawa, Cobourg end Nepance. 
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Q--Would the percentage of increase be approximately as 
high in those places as in Peterboro? A--Yes, in fact 
Slightly higher. For instance, Cobourg and Napanee the 
rates were #1.25 on July Zlst, 1917, when they were changed to 
i1.50 to May Slst, 1918, then to $2. in January 1920, then to 
#2050 from Sebruary Ist,1920, to October Sist,1921. 

So that the rates in effect at October Jlst,1921, were double 
the rates in effect at July 31st,1917. . 

COMMISSIONGR J. A. ROSS: Q--Since the rates were in- 
creased was the consumption increased also? 

A--In Peterboro the consumption was increased from 


approximately 45,000,000 feet in the year ending October 3ist, 
1918, to a little over 61,000,000 fee& in the year ending 


October 3lst, 1921. The Oshawa consumption was about the 

same in the year ending October Slst, 1921, as it was in 

1918, but in the intervening years it was from two to 

three million feet higher, It went from 28,700,000 in 

(1918 to 30,200,000. . Then to 31,200,000, then back to 

28,400, 00Cg 

g--All of which served to increase the revenue and decrease 

these deficits year by year ? A--Yes, the fact that 

the consumption has not decreased. The only one that 

has shown a decrease consistently has been Napanee. 
COMMISSIONUR HANEY: And that is wdped out now. 


A--YeSe 
THE CHAIRMAN: Q--Has it been soid ? A--No, it has 


been elosede 


4--So it is producing neither revenue nor deficit now ? 


A--No, sir. 
COMMISSIONSR HANEY; Except as to interest. 
TH CHAIRMAN: j--How is the interest on the Napanee 


plant being carried now ? 
4--I carmot answer that guestion, Mr. Chairman, I can 


investigate it. 
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3--Well, now, could you give us a similar statement 
) about the water plants taken over ? Have they been profitable 
or unprofitable, and hes any change been made in the rates ? 

A--The Trenton Waterworks was sold. Up to the time it was 
gold it had produced a net profit. It was sold to the tom 
of Trenton on January lst, 1919, up to which time it had 
produced about 4.3800. profit. 

j--What did that waterworks cost the Government, tengibles 
and intangibles ? A--The replacement value o:? the 
tangibles, as determined, was $20,000 even, and intangibles 
4.577, a total of $24,377. | M 

Q--What price di@ the Government obtain for it ? 

A--Well, the loss amounted to $2,270.64. 

j-eWhat was done with the money received for that ? 

A--Put into the general bank account. In fact, the money 
wag not received, a small part of it was received. The 
principas consideration paid by Trenton was debentures, 


but as these are converted into cash they would, of course, go 


into the general bank account. There is $ 20,003.56 of 
5 per cent debentures still owing by the town on account of 
the ~urchase of the waterworks. 

COMMISSIONIR HANEY: Should that money not have bem 
returned to the Government that was paid over for this 
property ? | 

Aw-Not if it was reinvested in other property. I don't 
think there is any provision here for the refunding of these 
moneys which were advanced by the Government, just so Long 
as the money or the equivalent is reinvested in other property, 
I don't think there is any obligation to retum it. 

THR CHAIRMAN: Q--What about the other waterworks, 


I lel ls 


Mr. Bonthron ? 


& --The Cobourg waterworks has shown a logs in total for the 


period from March lst, 1916, to October 31lst,1921, of 
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21,783.69 
Q--Have any ¢changes been made in the rates? A--Yes, “sir. 
H--What? A-~In 1920 some changes in rates were made 
effective on the expiry of the franchise « Mhe franchis: 


expired on Oct 1st 1919. It was a ten year franchise and, 


ae of that date, I assume the rates were inoreased, 80 that 


the loss has now been overcomes 

O-You do not know what chenges were made in the rates? 

a--I a0 not think I have the change made in the rates: 

Q--“lell, if you haven't don't bother. "hat other water- 
works? A--Ilo more, only other miscellaneous property, 
Peterboro Radial Railway. 

Q=--"hat is the history of that financially? 

A-~There was a profit for the period from March 1st,1916 
to October Slst,1917 of wl 5840 200-6 Mhen for the year 
ending Octoter Slat 1916 there was $12,323.00 loss. in 
1919 a loss of j20,779-00; in 1920 a loss of j21,205-00, 
ena in Lock a Loss of 333,031.00. 80 that the loss for 
the period to October Slet,1921 is 85 ,490-00. | 

Q--Have you ‘pot Mr. Clarkson's statement owing what the 
lose is for the year ended Sist October lest? 


a--It is shown nere for the year ending Sist Octo ber, 1922, 


a deficit of 934,210.20. 
Q--What is the total deficit of operating that Railway 


from the time the Government took it over until today? 


A-- 3119 .'708 -86- 


Q--Anything further about that Railwey ir. Bont hron? 


Has the capital cost peen increased at all? 
Ae--I don't know whether it will show that in detail. 


I have notget the cavital cost separated here, Mr .Chairmane 


Q--What other items were there that you have not touched 


One There was the flour mill? Ae-Near Campbellford 
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Balp Mill, yes sir, but that does not enter into ous 


' accounts. 


O--That wasn't operated at all? Aw--It wasn't operated, 
no sir. 

Q@--I think it was used in connection with one of the 
Generating Plants that was established? Av--It might 
have been, but there have been no separate accounts kept 
for any expenditures in connection with it, 

Q--asn't there some pulp land bought? A-~Yes, sir, 

the Bruton Township limits. 

Q---The pulp land was bought in order that timber might 
be available to use in the mill? A--Yes, sir. 

Q--What was paid for that? b~-5300 ,000.00. 

Q--And how does that gocount stand today? 

A--Well, there was a cash payment of $75,000.00, am the 
balance was paid in debentures of the Province, 225 ,000.00- 
| COMMISSIONER HaNEY: O--Bearing whet interest? 

h--They were 5% ten year debentures, maturing on July 2nd, 
1927. 

THE CHAIRMalT: Is there 8 Sinking Fund provided 
for this? h--Yes, gir. | 

O--Sufficient to wipe it out at the end of ten years? 

A--No, sir, the Sinking Fund is on a 50 year basis, 4% 
interest, so that necesserily those bonds, or part of them 


at least, will require to be re-issued. 


M--Considering the nature of that Limit is that a reason- 


gble time to provide for payment of the bonds, 30 years? 


A--Well, that depends entirely on the length of time 
that, with a normal operation, the land would be cleared, 
ard I understand that it will be approxifately 50 years, 
except that provisions are made for increasing the Sinking 


Pund in the ovent that the limita are depleted within 4 
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shorter neriod. 

Q-~They have been depleted to a certain extent? 

A--Naturally, but I believe that the present provision for 
sinking fund is in excess of the amount of actusl depletion 
that has occurred. 

Q--So you have no criticism of that, you think it is a 
fair provision? A-=No, LD think! tiie’ allyxrieht. 

Q--llow, is that all the assets? A~-I think those are 
all, Mir. Chai TMaN « 

Q--Well, now, the originel cost was 38,550,006.00? 

&u~-Yes, sire 

@--Has that been inoreased in any way since then. 

A--Yes, sir, it has been inoreased by expenditures amount- 
ing to $3,394,602.47 to October Zlat,1921. 

Q--And have you got the figures for this past year? 

& ~Not separately. In this last year they have amounted 
to approximately 610,000.00. 

Q-~What does the tobal cost of that Central Ontario System 
stand at today as of 31st October? A--I only have that 
to September 30th,1922. In those figures the cost there 
was 312,169,665.00. 

Q--In what years was that expenditure, have -you got it 
year by year? dA--I haven't got it except in the property 
account S. Ye have shuwn the chénges from year to year. 

$910,000.00 was spent between March Ist,1916 ‘and 
October 31s8t,1917; G584,000.00 in the year ending October 
31st,1918; 402,000.00 in the year ending October dlst,1919; 
603,000.00 in the year ending Sist Octo ber,1920; $904,000.00 
in the year ending 31st October,1921; snd $610,000.00 in the 
year ending 3lst October,1922. 

Q--llow, was that amount the whole of the appropriations 


made by the Legislature for Central Ontsrio for that period? 
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di--No sir. There Rote: MNO ie for the Central 
Ontario System that were used by the Hydro Elestric Power 
Commission for the purposes of other systems. 

- Q--How much? An-i1,719 ,472.22. 

Q--Well, that was specifically voted by the Legislature 
for the Central Ontario System. What authority had the 
Commission to take that and use it in other systems? 

A-~-That is a question I cannot answer, Mr. Chairman. 
ve haven't seen gny authority. “hese funds were retumed 
to the Province on October Sl st ,1921. 

@--They were paid back to the Province? Aw--Yes, Sir. 

Q--S0 that now all this money that was diverted from the 
Central Ontario System and put in other systems has been 
paid back to the Province? A--Yes, sir, am the Central 
Ontario System received credit for all interest-on that 


money during the period that it was used for the purpose of 


Other systems, so the Central Ontario Syatem aid not in the 


end suffer any loss through that. 
qQ--They did not suffer any loss? A--Ilo gir. 
¢ -But that was apparently diverted without any legal 
eathority for doing so? A--Yes, gir. i | 
THIS OHATR iM : kre Bonthrun, it is now 5 ot olor: 
and I think we will adjourn until 10.30 tomorrow morning. 
“ill you be ready? 
MiRe BONTHRON: I will be here, sir. 
ole alae elaetatadas wa wee nwa 0 
The Commission adjourned at 5. P.M. 26th November, 
1922, to 10.30 4.M. 29th November ,1922. 
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WILLIAM D.BONTHRON (F&aminat ion Continued) 
THE CHAIRMAN: Q+-You have with you the cash value 
of those ten year bonds, have you? &=--Yes, sir. 


QeeMr. Bonthron, have you made ary calculation of the 


‘a@ifference in value betweon 50 year bonds at 4% and the 


16 year bonds which were actually given? A--Yes, sire 

Q~-What is the difference? &--Well, on the feos of a 
5% interest return the value as at the date of issue of 
$6,350 ,000.00 dobentures with annual interest at 4% , the 
ten year debentures would have a cash value of 97,705 ,206.00 
The 50 year debentures would have a value at date of isgqe 
Of 36,025.597.28. So that the cash value of ten year deb- 
entures at date of issue was slightly in excess of $680,000. 
since this calculation is made on the basia of annual 
interest. 

Q-~The memo I have here, Mr. Bonthron, shows - 

h--This caloulation is made on the basis of amual interest 
whereas the interest on the bonds was paysb le semi-annually. 

Q--The memo I have here, as I say, shows slightly more? 


h--Well, the effect would be to slightly inorease the 


a 


difference. 
Q=--8o that by having the bonds changed from 50 years to 


“1¢ years the holders of the bonds would have an advantage 


of over — S 3880,000.00. fA--Yes sire 


Q--Well, now, I think we were told yesterday that the 


reason for the change was that the Nipissing plant was 


Q--Now, at what value was the Nipissing plait placed in 


the valuation mede by the Hydro? hA--The depreciated 


value of the tangible assets of the lipissing Syatem was 


43.09 ,200-00. 
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Q--So that if the change in the bonds resulted in an 
advantage to the holders of $880,000. and they gave the 
Nipissing in exchange what would be their net profit? 

&--$571 ,000.00. 

COMMISSIONER Refs ROSS: O--Would that be a fair way 


of estimating it, Mr. Bonthron? There is a certain bond 


issue out against the Mipissing; there is 4 gertain bond 

issue out against the whole property. If the cash was sup- 
posed or pretty nearly paid the pond notes for the whole 
thing, would it be fair to make the pond issue of the Nipiss- 
ing the testing point, somewhere ebout 500,000. if I remember 


rightly, as compared wth the cash? 


L~-It depends on the conditions under which the purchase 
is being made. -iIf they were buying it on the basis of 
taking care of all ne ponds that were outstanding that 
might be true, but if on the value of the property a de~ 
preciated value of the tangible property would be the basis. 

Qh--They added the intangibles to the tangibles? 

“&e-Yes, they did» We do not Imow how they arrived at 


the book value or at their value of the intahgibles attached 


to the proertye 
THE CHALRMAN: O~--They had been put on the rarket 

and sold at that time, or if they had been put on the Naneae 
and sold at that time on the 5% basis the holders of those 
ponds, of the 10 year bonds, would have received, according 
to you, I understand, over 3880,000. more than if they had 
beon 50 year bonds and were put on the market? 

A--Yes, sir. 

Q--So that the 10 year debentures had & money vahue over 


and above the 50 year debentures of over 3880 ,000% 


A--Yes, sir. 


Q--Could you tell us something about the Nipissing System 
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and how you found that, according to the books? 

An~=Ne have determined the loss dom to October 3lst, 
1921. We have not the figures to Ootober Slat,1922, 
but they are being prepared now, showing the profits and. | 
losses. i | , 

Q--I mean the Nipissing System? Ah--Yes, for the Tip- 
issing System. We have here the losses to October 3lst, 
1921, $35,651.13. | | | 

Q--I understand thet, in that case, there was g contrast 
with the old Seymsur Cempany and the City of North Bay 
whereby the Seymour Company agreed to supply power at 4 
certain price? An--Yes, . gir. 

G--And the Government, in taking over that system, had toa 
take it subject to that contract? A--That is true, 

@-~Then they had to supply those places at 4 loss, did 
they? A--Well, the total revenues of the Nipissing 
System from March lst,1916 to October Slst,1921 amounted 
to appreximately 92% of the cost of producing and distribut- 
ing the power to North Bay and the three other villages. 

Q--8@ there was a loss of 855% A~-Approximately 8%, 


yes sir. 


Q--And that loss amounted to altogether --? 


A--Well, up to October Slst 1921, it was $35,651.00. 

G--New, you perhaps heard evidence tiat was given yester- 
day by Mayor ferguson of North Bay, and Mr. Jeffery, 
regarding that deve lopment at Bingham Chute, Do you find 
in the records anything about the estimates for that work 
at Bingham Chute? A--Yes, sir. In the estimate for 
the year ending Octo ber Bist 1922, there was included 
45,000.00 on account of Bingham Chute, and in the estimates 
for the year ending Octo ber S1st,1923, for Bingham Chute, 


there was included $300,000.00, so that for the two years 
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there 1s a total of $345,000. 

THE CHAIRMAI: Will Mr. Jeffery be up here? 

MR. IRELAND: Yes, I believe he will be here shortly. 

THE CHA TRMAN : There Seams to be a difference in the 
estimates and the amount that was mentioned yesterday. | 
Doubtless he oan explain that. : 

THE CHAIRMAN: Mr. James was going ® reer file 
estimates for the Chaudinty. 

MR. ITR2LAND:s ir. Jeffery told me this morning he 
was coming. He didn't say anything about Mr. Jamess 

THE CHAIRMAN: Q--Now, what provisions are there for 
renewal of the franchises, that is, wi th t he municipalities; 
are the municipalities entitled to take the properties over? 

h--I have a memorandum here somewhere on t he gas franchises, 
t think that is what you are referring to? 
Q--Yes, the gas franchises. A--The Oshewa Gas Fran- 

chise was dated February 16th ,190C7. It runs for 4 period 
of 30 years to February 17th, 1937. The hiunioipal Corpore- 
thon of Oshawa has the option to purchase the property at 
the expiry of the first 20 years at a price of a going concern, 
with no value to be allowed for goodwill or franchise On 


the buginess. 
Q--What was the tangible value placed upon this gas seca? 


h--At Maroh 1st,1916, the tangible value was #96 3406 
Q--¥hat are the intangibles? A--The intangibles ore 
hiv ,O84. 


Q--If Oshawa were to exercise that right and take over 
the gas plant would it have to pay emything for the intang- 
ibles paid for by the Government ? A--No pire 

Q--Nothing at all? A--No, sire 

Q--S0 that they would have to be sold at a loss? 

Ah--To the extent that the intangibles values might not 


by that time have been reduced through probable excessive 
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provision for renewal of the tangible assets. I stated 


vyesterdgy that the ratés wore revised within the restric- 


tions of the Frenchises, that they were increased. 

Q--Have the rates now been increased to the limit allowed 
by the fra chise? A--They exceed the rates fixed in the 
franchise. | | 

C--What are the rates fixed? ‘A--The rates were, for 
lighting, 1.60 per thousand cubic feeate For posh sy 
heating and commorcial use 1.25 per 1000 cu.ft. Then these 
rates are to be reduced when the consumption increases by 
16 cents per 1000 ou.ft., that is, when the consumption 
reaches 10,000,000 ou.ft., the prices are reduced 10 cents, 
and when the consumption reachea 20,000,000 cueft. there ig 
s further reduction of 10 cents per 1000. 

Q--Have those amounts been renoned? 

COMMISSIONER HARRIS: That is 10,000,000 cu.ft. 
per amum, is it ? AenYeos, Sire The consumption is 
nearly 30,000,000 cueft. in Oshawa per amum. 

THE CHAIRNAN: Q--It is now nearly 30,000,000 ou.ft.? 

A--YeSe | | 

Q--Were those reductions made? A--In Oshawa the rates 
are now 2e15 which is in excess of the maximum provisi ons 
under the franchise, but that inorease to that rate has been 


effected by the Hydro Commission with the consent of the 


municipality. 


Q--Of Oshawa? A--Yes, Sire 


Q--So then no reductions were made? A--No, sir, there 


have been increases: 
Q--Is that 2.15 applied to gas uged for -- 7? 
A--For any purpose. It is a flat rate now. 


Q--So that is the minimum rate? Ae-It is the only rate. 
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In the case of Peterboro the franchise was granted on 


. September 28th, 1869. Apparently it does not contain at 
date as of expiratign, nor any restriction as tp the rates 
| which may be. charged for gas. | 
| COMMISSIONER HANEY: Q--Or any provision for teking it 
over by the city in any way? A--No, ir. The Cobourg 
Gas Pranchise contains no restrictions as to rate. 
MHE GHAlRMAI: Q--As to the Peterboro Gas Works, 

have you told us already what the rates are theref 

A--Yes, sir, I mentioned that yesterdsg . I put all 
| those rates in yesterday. In Cobourg, the Gas Pranchise 
there has no rate restriction and no date of expiration. 
| In Napanee there is no existing franchise, the works ore 
closed. | 
| Q--At what figure was the Napanee Gas Works taken over? 
A--42,756. was the figure at which they were taken up 
in the books of the Hydro. 

Q--any intangibles added to that? A--That is the total 
value, Mr. Ohairman. . uae ; 

G--Intangibles an@ all? A--Yes, Sire 

"HS CHAIRMAN: Mr. Jeffery, will you please come 

up hare. it 

Q--ir. Bontifon, that included intangibes to the extent 
of $7 677.000, 35 unless that plant eae be sold, disposed 
of, that would be a loss? Aw--Yes gir. 

MHY CHAIRMAN: There was a matter brought up before 

you came in, Mr. Jeffery, perhaps you might clear if ups 
E understood, perhaps I am mistaken, that you said the 


cost of the Bingham Chute undertaking would be about | #150, 000. 


MR. JEFFERY: I have looked that up since, I believe 


{t runs about #180, 000. 
MR. JA ES: About 8170, 000. in the estimate for 
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the equipment that we have theres 
Q-=That inoludes that, does it? 

MR. JAMBS: Well, excluding that. There are fenera- 
tors and transformers that are now on hand that will be 
used in Bingham Chute. 

MR.JEBFERY: We are going to take the generator that 
we have taken out of the Nipissing plant and put it in the 
Bingham Chute development, and there is a bank of trangs< 
formers there which we can uses) that will! not be in capital. 

THE CHAIRMAN: "fell, then, Mr. Jeffery, why is it 


you put in estimates for $545,000. of money required for 


Sehet t 
MR. JERFERY: For Bingham Chute? 
THE CHALHMaN: Yes. 
MR. JAMZS: That might include some of the storage 
dams. 


COMMISSIONER HANEY: All part of the expense, isn't 


it, necessary expense. 


ER.JALRS; Yes, but the storage dams are ine 
COMMISSIONDR HANEY: That is all a part of the 


development. . 


MR. J@EFBRY: When you speak of Bingham Chute alone, 
of course, it would not snolude the storage dams. Of 
course, I don't know just what that includes. Mr.Gaby 


would know that offhand. We had figured, of course, on 


the Bingham Chute Development, and we aiso figure later in 


going ahead with the enlargement of the Nipissing Generat- 


ing Station. Now, part of that may be in here, I don't know. 


THR CHAIRMaN: I think that had better be oleared up> 
MR. JEPPERY: We cannot go ahead with the further 


development of the Nipissing station, that is, to change 


the generator, until we have some power from some other 
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«source while this plant is whut down. ‘We have to go ahead 
: with Bingham Chute, and it is possible that part of the 
cost of that may be in that estimate, I don't know. 1. 
cannot explain all those details. 
THE CHAIRMAN: We mentioned yesterday, you know, 
) what it would amount to for horsepower, storage dams are 
required. Shouldn't that be included in the cost of any 
horsepower from that development. 
MR. JBIFERY: Oh, yeSe 
THE CHAIRMAN: Of course, it makes a vast difference 
from $150,009. to $345,000. | 
MR. JSPSERY: Yos. : 
COMMISSIONER RA. ROSS: Wouldn't your storage cost 
} be charged to both developments? 
: MR. JERFERY: It should be. 
| COMMISSIONER ReA. ROSS: What you were talking about 
; yesterday was the cost of the Bingham Chute Development? 
} MR. JOPFERY: Yes. 
) THE CHAIRMAN: Have you got copies of the estipates 
| put in? | sia 
MR.JRFFERY: That ig, to the Government? 
MHP CHAIRMAN: Yes, have you got copies of the estimates 
that were put in to the Government ? 
ER. PISRDON: There will be copies at the office with 
the appropriations required on all works. } 
THE CHAIRMAN: Could you telephone, Mir. Pierdon, and. 
have them sent up hero* 


MR. PIERDON: I could go and get tham, Mir. Chairman, 


probs ly much quioker. 


mH™ CHAIRMAN: We will just drop that then for the 


moment. 
MR. JAP ERY: I am sorry I was not here at the openin: 
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put I was getting the estimates on the French development. 


EXAMINATION OF MR. BONTHRON RESUMED. 


THE CHAIRMAN: Q--hr. Bonthy on, what provision has 

been made in this sy stem for kam renewals? | 

A--The total amount to the oredit of the Renewal Fund 
provided from March lst,1916 to October 31st 1921 was 
AL ,044.426.52. , | 

Q--Have you got the amount down to the end of last 
month? A- No, sir, 1 haven't got the figures heres 

Q--Well, now, what has been done with that? 

A--To an extent, it has been invested in working capital 
of the system. The balance of it has either been invested 
in additions to the properties or has been lost in the opere- 


tions. 

Q--Well, perhaps you could show? A--Well, it cannot be 
separated. 

Q--Gan't it? A--No, it is just as though it were 4 
common bank acdount into which the whole amount was paid 
and disbursements made from it. I could give you those 
figures which probably would make it clear. The net 
cash advanced by the Province from March lst ,1916, to 
October 31st,1921 was 28 ,698,712.28, in addition to which 
the Province turned over the proceeas of 5% debentures 
issued in connection with the Purchase of the Bruton Township 
Pulpwood areas $225,000.00 , and the total cash that became 
available through the setting up of these reserves, sinking 
fund, and contingencies, amounted to BL ,O81,044.67, rep- 
resenting a total of $4,475,000 odd out of which there 
was expened on addition to the properties, including the 
Bruton Township pulpwood sreas, 43 394,602.47. The working 
capital increased in the period (441,224.63, end the loss 
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from operations to October Zlst,1921 amounted to $166,950-1. 
Q--That $700,000. odd was used for purposes similar to 


the capital amounts advanced by the Government? Bo Yes, 


sir, only it was not $700,000. it was over a million. 
~~ Q--But then part of that was taken up in other ways, 
defiaits? A--Well, you would have to proceed on the assump- 


tion, Mr. Gregory, that the amount advanced by the Province 


was used solely for the purpose of additions to the properties. 


partly 
If you do that then, of course, the reserves were Oe Gh MAE TT Ga 


used for additions to working oepital and partly to overcome 


the loss in operations and the balance went into the 
sapital accomt. 
fara think you should take it that all amounts advanced 
by the Government were used as eapital expenditures. 
h--Well, then, if you proceed on that assumption, the 
total reserves were used in this manters” 144,674.83 
was used to increase working capital; $168,930.15 was Lost 


through operations of the system, and $767,439.69 was invested 


| in capital assets amounting, for the total of these reserves, 


to #1,82,044.00. 


G--Tf hip 3767.000.0dd had not been used and gone into 
capital assets, the appropriations by the Government ought 
to be that er moree - As+Yes sir. 

@~-Have you seen the reques® submit ted to the Government 
for appropriations, copies of requests submitted to the 
Government for appropriations? A--We are examining 
those at the resent t ime. 

Q=-Do the estimates show so much for Gentral Ontario, or 
do they show for what purpose it is to be used? 

h-~I cannot answer that question at the moment. 

THR CHAIRMAN: Q--You don't know, Mr. Jeffery? 


MR. JSEBFERY: No. 
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| THE CHAIRMAN: I think you should examine those 
estimates submitted and see what particulars are contained 
in them. We 
. MR. BONTHRON: I said, Mr. Chairman, that we are now 
examining all of those estimates in connection with the exam- 
inat ion of the minutes we are making e 
COMMISSIONER: R.A-ROSSP Before you leave that question 
of renewal and replacement, your statement indicates to me 
that the net earings of that property exceed the disburse- 
ments on sapital account and operating by $667,000.0dd, is 
that right ? A--No, sir. | 
G@--You have given here a statement that #1,044.000. has 
been spent in exsess of operating fixed charges? 
Ae--No , sir. 
Q--Less the losses ocourring each year, that you take 
out $170,000. wrth of losses during the operating period 
$667, 469.00 
and you have then got “ left? A--NoO, sire 
€--Explain why. A--Well, if no provision vas made for 
depreciation or accruing renewals of the properties, it is 
true that the earnings there would have been shown, apparent 
Beira’ and the aifference between the total price for 
nenewals of $1,044.000. and the sotual Loss that oceurred — 
of 3169,000., but it could not possible be called net earn- 
ings or net profits without adequate provision for depracia-~ 
tion am accruing renewals of the properties. 


Q--Up to that time the properties had been 


maintained in operating condition? A--\!ell, at least 

they were operating, yes sir. 
O--Presumably they will do so in the future. A-~Yes sir. 
Q-~And a charge to operating is adopted against that accoun: 
A--That is true. 


Q-~Mhen you will always have a surplus of som¢@kind left, 
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“That is merely my understanding of it? 

_A--Yes. It is trw that there is depreciation. 

Properties must be maintained to a certain percentage of their 
original cost, or else they will not be in condition to 
operate. in other words, if the properties are not maintained 
to something like 70 or 75 per cent of the original value 

it would not be »ossible to operate them at al, therefore, 
they are ordinarily maintained up to that ner cent condition 
out of current maintenance charges, 2nd the Me ery 
renewals requires to be provided to take care of depreciation. 
So that when the renewal reserves are brought to a figure 


that offsets this pk ttt 


,eerued depreciation that is in 
the property they naturally de not require to be built up 
beyond a certain point. Probably somewhere around 
30 to 35 per cent of the total value of the property would 
be all that would be needed to be maintained in the deprecia- — 
tion reserve. 

g--As a matter of fact, isn't a depreciation account a 


theoretical amount allowed at the beginning of operations 


in order to cover nossible contingencies for replacements, 


and so on, and it is perfectly correct to ey at the end of 
any year that we have «& surplus of so much in that account ? 

A--It is provided for two purposes, firstly, to spread 
over a period of years the cost of replacements that occur 
at intervals of years, und secondly, to build up to an amount 
that will represent the average accrued depreciation in 
the property when they have reached an operating standard at 
which they are required to be maintained. Is that clear, 
Mr, Ross 7? 

THs CHAIRMAN: Q--If a machine becomes what they call 

obsolescent, or out of date, and a new machine is put in, 


woulda the cost of that new nachine come out of the renewal 
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fund A--To the extent that it was a replacement, 


and the cost of the machine originally in the capital account, 
it should be charged against the replacenent reserve. In 
other words, if the original machine cost $500 replaced by 

a new modern machine costing 3700, £500 of the cost of the 
new machine should be charged against the depreciation _ 

or renewal reserve. ik 

Q--And the other $200 out of capital ? A--Anéd the 
other $200 would be paid out of capital, that is, on the 
assumption that the renewal reserve had been huilt up 
sufficiently to provide that amount of depreciation against 
that particular machine. 

COMMISSIONER R. A. ROSS; You might catl it a betterment, 
in a way ? 
THE CHAIRMAN; Yes. 

Q--Having regard to the character of this plant, and the 
possible calls upon this fund, 40 you think it is fixed at a 
reasonable amount, or that it is too high or too low ? 

A--Well, I think it is entirely sdesuate, but that is 
only an accountant's ovinion. You will have to get.m 
engineer's opinion on that, Mr. Gregory. 

Q--Are there any sinking funds for the system ? 

A--Yes, sire ; 

Q--Is it customary to have sinking fund in a System of 
this kind ? A--Well, they are provided for in the Hydro 
operations under the Power Commission Aot, of course. 

COMMISSICSNER R. A. ROSS: Q--Before we leave that point, 
would the matter of depreciation or renewal allowance apply 
to the intangibles ? A--No, sir. 

y--Would it apply to the ges md water rights, and things 
of that kind ? A--Those water ri: hts r-uld be considered 


as having a perpetual value. 


j--No depreciation ? A--No depreciation on those. 
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Q--And no renewals ? A--No, sir, except that there might 
be rehewals required on dams . 

Q--The dams are not any part of Hydro in this case. There 
would be certain ¢quipment that would have a very low 
depreciation ? A--Yes, sir. 

' QeeAnd there would de others that would be fairly high ? 

A--That is true. 

Q--So thet you cannot take a uniform percentage Over 
your whole properties in order to reduce your renewals 
- account ? A--This was written up on the basis of 
calculating each unit of property, determining its life 
in years, estimating its reeidual value, the amount of 
depreciation required to be provided, and then after de- 
‘termining the total amount of depreciation required the 
amount required in each year is determined on sinking fund 
basis, and the veighted average basis was defen iced an 
the total value of the property. 

THR CHAIRMAN: I suppose if there were storage dams 
it would apply to them 

COMMISSIONER R. A. ROSS: Owned by the Commission, yes, 

not owned by the Government. : 

THE CHAIRMAN: No. We were told soma time ago that. 
they contemplated storage demas . Are there any storage dans — 
now ? | | 

WR, IRELAND: No, there are none now, Mr. Gregory, 


except some improvements of dams owned by other people 


on the Central Ontario Systen. 

(Ht CHAIRMAN: Does the Province ov any dams ? 

MR. IRELAND: No, the Provines di own some of the 
storage dams on the upper waters of the Trent, but those 
were turned over to the Dominion some twenty years ago. 
The Dominion owns all those dama now. On the Nipissing 


they are owned by the Commission. 
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MR. JEFFERY: Installed very recently. 

MR. IRELAND: The Commission does contempla te 
installing storage dams on some of the tributaries of 
} the Trent. , 

THE CHAIRMAN: What do you call those works such as 
you have constructed at Ramey's falls, where the water 
goes through to the generators ? 

MR. IRELAND: The only work constructed there by the 
Commission was the power development. The dams of the 
Government and all those structures were part of the Trent 
Vel ley Canal and provided by the Dominion of Canada. 

The works installed by the Commission consist of power 
house and fore bay, that takes water from the canal itself 
to the power house and the tail race. 

Q--The fore bay, thst wasconstructed by you? A--Yes. 

Q--And that is your property although 4t is right on the 
river ? A--Yese | 

COMMIS IONE HANBY:  -~-When you say the storage dame 
are owed by the Commission you mean the Hydro-Hlectric Pov er 
Commission I suppose ? A--Yes, sir. 

y--Well, that really is the property of the Government, 
is it not ? <A--Oh, yea. : 

THE CHAIRNAN: Q--You said it vaen't the property 
of the Province - You say the Hydro doesn't owh anything 
there? Ae--I use the two as being one in that case. 

I meant that there were no storage dems on the Trent waters 
at tie Para deste time that are omned by the Province outside 
of the Commission. 

Q--The Commission owns noth ing there, it is all owned by 
the Province, but when you speak of it peing owned by the 
Hydro, you mexn the Hydro operating 45s trustee for the 

Province? A--YoS. 


COMMISSIONER R. A- ROSS; %--Then there are some 
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storage dams on the Trant System owned by the Provincial 
Government ? A--No, except in the nature of some improve~ 
ments on the Crow River, improvements put in for the purpose 
of holding enough water during the summer months. 

COMMISSTONSR HANEY: Q--ihere is that,above or below 
Healey Falls? A--Below. 

THE CHATRMAN ; q_-How much has been expended on those 


dams ? 


A--On repairs to. storage dans ? 

Q--Yes? - A--Oh, it is @ small amowmt. I should say, 
speaking only from memory, I don't think it exceeds’ $5000. 
In fact, I don't think it is that much, There were some 
repairs made to the dams at the foot of Potash Lake, and some 
at Tangamong Lake and some on the dam at Kasshabog. 
Those are all on the waters of the Crow River. 

Qe-And the total does not exceed $5000 2? A--The total 
does not exceed 95000. 


(Examination of MR. BONTHRON resumed) 


COMMISSIONGR HARRIS: Q--1!s that a usual way of dealing 
with a situation of this kind? Would it be usual, in carry-~ 
ing on your business, I mean this question of renewal ‘provida~ 
ing that renewal fund 7? 

A--What page are you on now ? 

g--Page 9. A--It igs a usual way, yes, not only in an 
operation of this kind but in any commercial business, to 
show the source from which funds have been obtained, and the 


disposition that has been made of them. 


4--Well, to put this on a parity with a commercial operation ~ 


wouldn't you have to take that amount that is set up here 


| for renewel fund out of nev capital that has been supplied 


to the company? A--No, it is that part of the eamings 
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that do not require to be paid out in cash in an ordinary 
commercial business. 

Q--Those are not taken from the earnings, they are taken 
from the amount that the Government providedahere -~-= 

A--In fact, this $1,044,000 of renewal reserve is taken 
out of earnings. . + ig true that the earnings were 
insufficient to provide the whole amount of it, to the 
extent of $169,000, but nevertheless if no provisions had 
peen made for renewals whatever beyond the ordinary mainten~. 
ance charges, the system would have shown about $875,000, 
or some such figure, of earnings for the period. So that 
these are charges against the balance which produced the net 
profits or loss. They have no relation to capitel, except 
that by making those. charges against earnings and, in turn, 
Porcine ho Ape outs: a proximating the costs of the 
services rendered we obtain an equivalent amount of cash 
which, in this instance, has gone back largely into the 
profits. 

COMMISSIONER HARRIS: Yes, that is just the question 
I wanted cleared UPe 
COMMISSIONER R. A. ROSS: In othr words, when you say 

there has been & deficit on the System of $170,000 during the 
period under consideration you mean that, jneinded in that 
statement already, are these excess cash earnings of about 
$800,000. That statement is not quite clear to you,MrRoss. 
You produce 4 general gtatement showing that your total 
losses on the whole system during a period of years amount 
| to $170,000 ? AneThat is trues 

Q--Included in that item is one item for renewals, which 
has not been expended, of about $800,000 ? 

A--Of $1,044,000. 

Q--Of course, taken out of that has been those losses of 
£170,000 ? A--No, that has been taken out of the 


revenues resulting in the logs of 170,000. 
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Q--You are right, the million dollars was included in 
the first statement? A--Yes,sir. 
j--Where you show $170,000 of a loss? A--That is true. 
COMMISSIONER J. A. ROSS; Practically a surplus 
account, isn't it ? A--It ig surplus only to the extent that 
at represnnts provisions for renewals and depreciation of ; 
the properties. | | 
y--Well, that is surplus ? A--If the properties have 


depreciated a million dollers in this period, or rather 


ere worth now @a million collersless than they were on 
_ March 1st, 1916, which is the basis on which the reserve 
has been provided, then there has been a apparent loss on 
that system of $169,000 to October 3ist, 1921. 
| COMMISSIONER R. A. ROSS: Q--Is there a surplus today? 

A--No, sir, not on the basis of the renewal provisions 
which have been made, and I told the Chairman that I camot 
pass on the adequacy or inadequacy of this, thet is purely 
an engineering question. 

g--But there has been 4 cash surplus today, has there not ? 

A--There would have heen'a cash surplus if the funds had 
not been reinvested in the property again. , | 

Q--Supposing , for instance, that you were selling this 
property today, you would have that surplus in eash, 
wouldn't you? — A--No, ‘sir,you have spent it ae 
Mr. Ross, it is in the properties. 
; COMMISSIONER J. Ae ROSS: aisene of it must be 
liquid, Mr. Bonthron? 
‘ A--A very small part. 

a--Whatever ig liquid must be cash surplus 7? 

A--If you sold the properties today and they had actual 


depreciation there would be no cesh surplus, or an, ‘ther 


kind of surplus. 
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COMMISSIONER HARRIS; There would be a surplus if 
these amounts had not been transferred to your renewal fund. 
A--Only in the event that you could obtain an amount equal 
to the value of the Brats at March 1lst,1916, without 
depreciation. 
COMMISSIONER R. A. ROSS; Supposing there had been 
@ surplus when the Government took it over who would have got 149 
A--I think the owners would have retained it. 
COMMISSIONER HAN#Y: The ol14 company would have held it 
4f it was in cash. They held everything else ? 
A--They held all cash funds. 
THE CHAIRMAN; It might be necessary to draw on 
this renewal fund next year, or this year to the extent of 
half a million dollars. 
COMMISS IONER HARRIS: They haven't got it. 
THE CHAIRMAN; of course, they would just have to get . 
the money. ‘They have lent the money to the Government in 
@ senses 
A--That is a fact, they have used it by putting it into 
the properties. 
COMMISSIONER HARRIS: That is the point I was asking 
you. | ite 
THE CHAIRMAN: Q--Ie that a proper investment of the 
rewewal fund? A--Yes, sir. 
j--Should it have been Pent in liguid form, or is it quite 
proper to do it in that manner 7 A--It is not improper 
to have invested it in the properties as they have done. 
It is what is done in the ordinary commercial business. 
g--It strikes me as all right. If the Government had been 
called on for that $700,000 they would have hud to put it 
up and pay 6 per cent on it ? A--Vory likely. 
COMMISSIONER R. A. ROSS: In other words, it is not a 


Trust Account like sinking fund ? A--No, that is true. 
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“1LB25~ | 
COMMISSIONER HANEY: Is there any evidence that they 


_ informed the Government they were reinvesting this money 


in capital account ? 

A--Well, they have shown the Government each year, Mr.Haney, 
in the public account of the Hydro-Electric Power Commission 
just what thay have dane. 

{--They have not indicated in their request for appr opria« 
tions that they would require this Bo ant of money f 

4--Not that I know of, no sir. 

COMMISSIONER HARRIS: Do you find that in any of the 
other Systems, for instance on the Niagara Systen, that they 
have asked for an appropriation from the Government and then 
taken that money and put it into a renewal account ? 

A--No. I think that when they have asked for appropr, ations 
it hag been with the idea of spending that amount of money 


for capital account only. They 444 get appropriations on 


the Central Ontario System specifically for working capital 


$296,550, 
COMMISSIONER HARRIS: Ten "t that all that they should be 


able to put into, for renewal Be pice the amount that en 
epplied for to be appropriated for capital account 7? 

A--I do not see that they have any relation, Mr. Harr is. 
Q--Well, this is what I have in mind ; Supposing that I 
went out and bought a property and paid $5,000,000 for it. 
I get that property just as it stands, then I have to go out 
and finance another 43,000,000. I go out and sell ponds, 
or stock, or whatever securities I have for the purpose 
and I get in $3,000,000, That comes into capital, doesn't 
it? A--Yes, #1F. 

ge-Have Ia right to take a million or a million and a 
quarter of that and put it in reserve account? Is that done, 


is that actually done in ordinary commercial practice? 


A--No, it is not. 
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Q--Well, why is it done here, why can they do it here? 

THE CHAIRMAN: I do not see that it hes been done. 

COMMISSIONER HARRIS: Well, there has beon fowr million 
odd dollars here. | 

THE CHAIRMAN; That has been paid back. They paid 
back $1,700,000 to the Government out of their appropriations 
in cash. 

A--Is this the idea, that funds to the erate of a little 
over a little over $1,080,000 became available to the Central 
Ontario System through the provisions made in the charges 
for services to consumers in respect of reserves, they 
received that amount of cashes Now, then, they have reinvested 
it in the properties of the System. 

COMMISSIONER HARRIS; Q--That goes into capital 
investment ? A--Yes, sir. | 

Q--Why don't they call it Capital ? A--They do, it is 
Capital on the books; it is charged up instead of being 
written on the cash, or instead of being set sside in bonds 
or marketable macneltisayed that it would be available for 
use if they were called on to spend a considerable “amount 
for renewals at eny time. They have merely reinvested that, 
amount in the properties, by picking up edditional properties, 
to replace the depreciation of the properties that has | 
occurred, | 

COMMISSIONER HANEY: Q--But they secured this money for 
renewal purposes ? 

A--Yes, sire 


g--"onld they have had any right to divert it to cover 


oases of the System? A-«I don't think it is diverted. 


Q--They had no right to cover any losg that might be 


entailed in the System ? 


A--0f course, they have no right to use it ror that purpose, 


that is true. 
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~1527~- 
COMMISSIONER R. A. ROSS: Q--Ien't that precisely the 
Same Case as a Manufacturing plant, See & man has an invest- 
ment of a million dollars in his plant. He has surplus 
earnings. Instead of going to the Bank fer an additional 
émount of money to build anew factory, or an sddition to the 
ola factory, he takes it out of that surplus account ? 

A--In other words, in extending his business he uses a part 
of the earnings to increase his cavital or fixed investment 
to that extent. He has a surplus aceunulated on the other 
side of the balance sheet. That surplus he cannot pay out 
in cash, because it is invested in the property, therefore, 
isn't available to be distributed, or in whe ones of a company 
it cannot be distributed to stockholders wntil such time as the 
company will declare a stock dividend, because all of that 
surplus has becone a fixed investment in the business. 

Q--The question naturally arises in a case of nae kind as 
to whether the owners of the properties are not entitled to 
their earnings rather than have it put back into the properties 
for someone else? A--4nd the only way that position could 
be met is to finance eee caoital charges by Tongeeees bonds, 
by the sale of additional stock, 
| THE CHAIRMAN: If he needed money for the purpose for’ 
whieh the renewal fund is created he would have additional 
capital, and would be justified in selling more stock, or he 
could increase his bond issue and ruise the money in that way? 

A~-That is true. fT do not ses any criticism that can be 
Bale of these methods. 

Q--And supposing a private undertaking were handling it, 
these profits were in the hands of a private undertaking, would 
ect be according to sound business principles for fran to 
et up a similar renewal fund? A--Yes,sir, it would be. 

Qj--That is the ordinary and proper thing to do? A--That is 


the ordinary and proper thing to do. 
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~1528~ 
COMMISSIONER R. A. HOSS: Q--That $1,044,000 was not 
obtained from the Government, it was earned by the properties 
in excess of what they paid out in cash during that time, 
with the exception of the 170,000 of loss ? 

A--lio, Mr. Rose, it was not earned. It represented en 
accumulation of cash through the provisions made for depre- 
ciation and accruing renewals to the properties, through i) 
the renewal fund principally. I speck of this only, because 
there were some other funds, of course. 

qeo-Where did they get the money for then, from their 
customers ? A--Yes, sir. 

Q--Then they earned it ? A--No, they didn’t earn it, 
they received it as revenues but they didn’t eern it. 

lj--It was revemes ? A--Yes, true enough. 

j--It¢ was not obtained from the Government, it was earned 
from revenues? A-~-Yes,s8ir. 

y--It was not obtained from any capital the Government 
furnished? A--That is right. 

TH CHAIRMAN: {-- They earned the interest as much as 
they earned that ? Ae+-Yes, Sit. 

Q--Now, what about sinking fund ? 

A--The Sinking funds are being provided on the Central 
Ontario Systen, {n connection with the Oshawa rural lines, 
the Bruton Township pulpwood areas, and the mill operated 
4h connection with the Campbel ford pulp mill. , 

COMMISSIONER HARRIS: qentou have got a couple of 
others, Whitby fownship and Picton ? 

A--Those are the Oshawa rural lines. 

Q--Then what about Picton ? <A--wWe are coming to that. 
Wo provision has been made for Picton. 

,--They haven't made any yet? A--No. I am told thess 
are properties in respect of which provisions are being made. 


THE CHATRMAN; Q--How much sinking fund hes been create.” 
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A--To October 31st, 1921, a total of $28,665.54. 

Q--And in what form is that sinking fund ? 

A--Well, it is not earmarked as cash or bonds. It has bem 
handled in the same way as the renewal fund. 

COMMISSIONER HANKY: .--All put in the same book? 

A--They are all in one book, 

THE CHAIRMAN; u--Ie that a proper way to deel with 
the sinking fund ? 

A--It is perfectly right to use the sinking fund in this 
particular instance to increase the working assets, because 
they can always obtain fron the Province such advances for 
working capital as are needed, snd naturally could replace 
any amount of sinking funds used for working capital. 

There have been made, with certain municipalities on 
this system, contracts by the Hydro-Hlectric Power Commission 
to sell power at cost. These were with the Villages of 
Bloomfield, Lakefield, Havelock, Marmora, Norway, Wellington 
and the town of Picton. 

Q--Would they be similar to the usual contract made by the 
Hydro-Hlectric Power Commission? A--Yes, they are similar, 
and they provide that a sinking fund shall, in each case, be 
provided in the case of power, in order to absorb the cost 
of the property used in rendering the service. 

Q--What have they fot at Bloomfield, g local distributing 
plant ? A--No, these are on the basis of contracts to 
sell power to the municipalities. | ay 

COMME SIONER HARRIS: --The nuncipalities own their 
distributing systems ? A--I presume so, I understand that 
they 40. 

THR GHAIRMAN; j--And there is a provision for a sinking 
fund ? A~--Yes, sir. 

COMMISSIONER HANEY: 4--On what basis, what term of 
years? Ae-I think it is the ordinary Hydro basis, 


that is, a 30-year basis. 
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-1530= 
THE CHAIRMAN: Q---When were these agreements made ? 
A--Sometime after March ist, 1916. 
COMMISSIONER HARRIS: Q--All of them ? 
A--Yes, sir. 


THE CHAIRMAN: Q--And have the sinking funds provided for 
been created ? A-~-No, sir. No sinking funds have bem 
provided in connection with the service rendered to these 
municipalities. There are various reasons, it would be a very 
difficult thing to ao. ! 

Q--You might explain then? A--It would be very difficult; 


first, to determine what properties you would use as a basis 


ee 


for ealculating the amount of sinking fund. Then again, you 
would have power here sold to certain municipslitkes on the 
basis of cast, including sinking fund provisions, while power 
was Bold to other municipalitirs at cost without any provision 
for sinking fund, and to other municipalities at fixed rates. 
Q--in fixing the rates of these municipalities no item for 
sinking fund has bem charged ? <A--No, not as yet, and it 


—— ee eee 


would be very difficult to determine how mueh property that 
sinking fund should apply to. 

Q--That is not provided for in the contracts? A--‘o,sir. 
Q--The contract might define the property that the sinking 
fund should apply to? A--Weli, they never do, and that would 
have to be changed, you see, as the property was extended, 580 

that it would be a very difficult thing to do. 
COMMISSIONDR HARRIS: 9--Undoubtedly under some of those 
other contracts they are supplying power below cost? 
A--It is true they are, yes. We discussed that matter 

yesterday, 

| THs CHAIRMAN: Q--Well, Mr. Sonthron, should there be a 
general sinking fund in connection with the Central Ontario 
Sxstem? A--No, sir, there is none required. 


g--I know there isn't, butsupposing these bonds that hsve 
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been issued by the Government were . hu’4 by private parties 
isn't the practice for them to stipulate that 4 sinking funa 
shall be created so that there may be moneys to meet those 
bonds at maturity, isn’t that the general yractice? 

S--No, six. They purchase ponds with the idea that they 
Will be refunded at maturity instead of being taken care of 
during their life from sinking fund provisions. ) | 

Q--I am speaking of private corporations? 

A-~Yes, sir. 

Q--Isn't it customary in private corporations to provide 
sinking fund for those bonds ? A--It is, in some instances, 
but it is not at all general. 
a-7So that there is nothing out of the ordinary in not 
providing any sinking fund for Central Ontario? A-~No, sire 

“COMM ISSIONGR HANEY: 4--In the original letter confirming 
this agreement, written by Sir Adan Beck, he evidently 
contemplated sinking fund after ten years ? 

A~-That is our understanding, a 50-year bond, and that 
sinking funé would be established after ten years, yes Sir. 

COMMISS IONGR Re. 4. ROSS: Q--The sinking fund provisions 
put into the Hydro contracts are intended to eae ownership 
by the municipalities of their section of the plant at the end 
of the period are they not * A--Yes, sir, that is tre. 

Q--50 that it was in contemplation, no doubt, that they 
would be able to dissect the system, and restore to those 
municipalities on the same basis as the other municipalities 
in the Hydro ? A--That is true. Of course, there is one 
further complication here, in that this system is owned by 
the Province, operated under the Central Ontario Power Act, 
and contracts have been made by the Hydro jn accordance with 
the provisions of the Power Commiss ion dot relating to 

properties that are Beas wuider the Centrel Ontario Power 


Act, and there is probably some conflict there as to the 
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carrying out of the sinking fund provisions under those 
circumstances. 
“THE CHAIRMAN: Q--Has the Commission any power to make 

the contracts ? A--That is a very great legal question. 

4--That is a proper thing for an accountant to pass on 
in making his enntel report? A--No, sir, I would not 
think an accountant would deal with that at all, Mr. Gregory. 

Q--Wouldn't call attention to it ? A--Well, he could call 
attention to it, yes. 

COMMISSIONER HARRIS; The accountant simply has to take 
the law as it stands, He could make recommendations. 

A--As a matter of fact, Mr. Clarkson did in his report 
of Ootober Slst, 1921, call attention to this condition, 
with referenoe to those sinking funds. 

THE CHAIRMAN: Q--Has any action been taken ? 

A--No, sir. Sp far as we know, the condition remains 
as it did then, 

j--You spoke yesterday, I think, Mr. Bonthron,of what 
has been paid for this property? A--Yes, sir. 

Qe-And you also spoke of the valuations which have been 
made by the Hydro. Could you give us particulars of those 
valuations as you find them ? . 

A--The only values we have seen of those properties Ae ail 
contained in a report ou the Electric Power Company Summary 
Book 1, by the Ontario Hydro-Blectric Power Commission, 
dated February 16th, 1915. The swomary is made up of the 
tangible and intangible values, of the bond issues, saat 
the earnings of these properties wor the three fiseal periods 
ending March 31st,1914. I do not know the basis on which 
these figures were determined. They have been handed to us. 
in this form. 

--That would show then, apparently, the *inancial nosit ion 
of the Electric Power Company that sold these properties to 


the Government? A--Yes, gir, but as to the authentic*t~ 
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, of these figures -- 

a--You just found them in the Hydro books ? 

A--In this particular book, yes, Sire 
— Qa cWhat do you find about the inventory, Mr. Bonthron, 
the valuation that was put on the assets by the Hydro? 

A--Well, this valuation was apparently as of October ist; 
1914. tt showed a total replacement valuation of 
45,598,411, and a present tctal valuation, assumed to 
pe the depreciated value, of $4,410,466. 

Q--Well, then, that would show the actual tangible value 
of the whole undertaking that was sold to the Government, 
would it or not ? A--It is assumed to, yes sir. 

g--Does that include the Ni_ iss ing? A--I¢t does,yes sir. 

COMMISSIONER HANEY: Q--Were there any additions 
between 1914 and March 1st, 1916 7 

A--Yes, relatively small in amount, about $189,000. 

4--So that would have to be added 7 A--It was added 


and some revisions were made, 
j--It would have to be added to the figures that you have 


given there ? 4e-It would have to be, yes, $163,049.91. 


Those were the sdditions from this aate to March Ist, 1916. 


THR CHATRMAN: Q--Well, six. Bonthron, if that. $4,410,466 


valuation made by the Hydro is correct, what was the 


aifferenoe between thet amount and the cash value of those 


ponds handed over by the Government to the Blectric Power 


Commission? A--Avproximately 43,112,000. 
j--Then the Government paid 83,512,000 to the company in 


excess of the Hydro's valuation that you referred to? 


A--$3,112, 000. 
Q--Is that right? A--That is true, yes, eir, on the basix 


of those fisures. 
j--That is on the basis of the cash value? 


A--The difference would be $3,757,000 on the basis of the 
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~1534-~ 
par value on debentures. 
q--That is, the Government will have to pay at the end of 
ten years $8,350,000 ? A--Yes, sir. 
Q--And the difference between that $8,350,000 and the 
valuation placed upon this plant by the Hydro at the time 
was ? A--The depreciated value brought down to 
March lst,1916, was $4,593, 000. | 
j--And that: would make a difference of how anttoh ce you say ? 
A--$3, 757, 000. 
Q--low what do you find in that bock that you have there 
as to the profits or losses made by the Electric Power Company 
in the three years prior to the time they sold the property 
to the Government ? A--Well, unfortunately, we have 
not the figures to March 1st,1916. 
Q--What have you? A--Those figures are for the 
three periods or years ending on March 3l1st,, 1912-15-14, 
so that there is a 2-year gap between the date March 3lst,1914 - 
Q--A l-year gap ? A--One year and 11 months. We find 
that the bond interest, plus a small amount for dividend on 
the preferred stock of the Otonabee Company together 
totalled in 1914 $462,600, according to this book. The net 
earnings of these companies for the year ending March 3lst,1914 
before providing for interest, bond discount, or sinking fund, 
an@é as we understand it, depreciation of the property, 
amounted to $379,600. So that there was an apparent 
deficiency in net earnings before providing for the 
fixed charges above, ané meeting the bond interest, of 
$73,000. That is for the year 1914. 
COMMISSIONER R. A. ROSS: That is to say, there was a 
@efioit on operating account, practically, of $72,000 7 
A4--If you wish to include interest in the operations, yes,’ 
that is trus. 
q--I am dividing it roughly into operating costs and fixed 
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~1535~- 
charges ? A--Well, no. The net earnings for the period 
ending March 31st, 1914, amounted to $379,500, and the bond 
interest, etco, amounted to $452,600. So that without con- 
sider ing other fixed charges -- 

COMMISSIONSR HANEY: 4~-Such as ? A--Bond discount, 
or bond sinking fund or depreciations, the earnings were 
insu’ ficient, as shown by this book, by 473 000. 

COMMIS SIONSR R. Ae ROSS: Q--Then you might call that a 
cash deficit, in other words ? 

A--An actueh cash deficit. 
Q--Your cash expenditures exceeded your cash revenues by 
£73,000 ? A--That is as ve understand it, yes sir. 

COMMISS LONER HANEY: je-That is provided they paid the 
bond interest? | A--Yes, and they say they have, that 
was the statement that was made. 

g--Where would they have got that $73,000, charged out 
to Capital ? A--It would necessarily have come out of 
Capital, yes sire 

In 1913 the aggregate errnings, before bond interest or 
depreciation, are show as #303,787, and in 1912 they are shown 
as $171,826. | 

Qe-And what was the bond interest in these years? 
Ae--We assumed it was some lower in 1914, but we do not know 
the amount. 

COMMISCIONER HARRIS: We have some information about 
| 1915 and 1916, they were the next two years. 

THE CHAIRMAN ;: The deficit you have just given us is 
for the year ending ? 

A--March 31st, 1914. 
y--You said you had three years altogether? A--Yes. 
g--What other years have you? he-T read the other two years, 


Q--What was the total deficit then for those three years 7? 
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} 4--That we cannot tell, Mr. Gregory, because we do not 
know the extent to which depreciation should have bem provide 


- nor can we tell how much the oashdeficit may have been, or anr 


other, or how much they failed to exrn the bond interest, 
because we do not know the amount of honds outstanding in 
1912 and 1913. | 
Q--Have you investigated yourself the question as to 
whether or not the interest was paid on the bonds ? 
A~--We have no means of inquiring into that, you see. 
q--You haven't bea able to get the books? A--No, sir. 
COMMUSS ION:R J. A. ROSS; Those figures you are citing 
from are not from the pooks of the company, they are simply 
extracts taken by the Hydro from the Power Company's books? 
Ap-Yos, and I have mentioned already that if these figures 
are to be substantiated it will have to ba by an officer of 
the Hydro, as to where he obtained them and how he verified 
them. 
THES CHAIRMAN: Q--What would the statement prepared by 
4 the auditors of that company show, its financ ial posit ion, 
for those three and prior years ? 
A--These auditors, Messrs. Ross & Company of Montreal, 
would have that atatement in their possession. 
Q--You think they would have it in their possespion? 
A--Thevy mie nee office copies, no doubt. 
COMMISSIONS R. Ae ROSS: Q--But they would not have an 
allowance for sinking fund end depreciation? A--No,sir, 
GOMMISSIONHR HARRIS: Q--It would appear, therefore, 
» that the company had a deficit, or a series of deficits, for 
at least five years previous to the Government taking over 
the plant ? A--I believe Mr. Strachan Johnston mentioned 
that the company was still in a construction period which, 
of course, would 4ustify the use of capital to pay interest 
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COMMISSIONE? HARRIS: It is still in a construction 
period . 

COMMISSIONER Re A. ROSS: Q--But the statement you heave 
put in represents the condition of the company, as 
represented presumably by the company through the Hydro to 
the Government /? 

A--I do not know, Mr. Ross, what use was made of these 
figures, nor whether the Government representatives had 
those figures before them when they were negotiating Yor the 
purchase of the company. 

3-~You don't know of any other figures ? 

A--We have never seen any other figures. 

Q--We have a statement, I think, from some of the witnessus 
that have been here before, that they had no statement on 
that point. Isn't that so, Mr. Chairman, they had no 
frofit and Loss statement? 

THA CHAIRMAN: Yes, that they didn't get them. 

COMMISSIONER R. A. ROSS: :--So that, presumably, those 
are the only documents they could have had as reflecting oh 
earnings ? A--Yes, sir, those are the only figures 
we have seen. 

Q--Well, now, you have stated that the losses were so much 
for the period ending on tho 4lst October this year? 

A--Yes, sir. 

j--Then the losses on some plants must have been met out of 
profits on the others ? A--Yes, cir, that is true. 

Q--Can you give us a list of the plants in which there 
was a loss and those in which there was a profit, according t. . 
the books of the Hydro? A--I can tell you by ciasses 

of properties, or classes of operations, thst is, by gas 
works, water works, street reilway, and electric oower, down 


to October 3lst, 1922, just where profits and losses were macs 
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a--Give them generally, first? A--Yes. I cannot 
furnish you with the complete detail down to October élst, 
1922, with reference to different municipalities. 
a--Can you furnish us with complete detail down to 

Cotober Slst, 1921 ?  A--Yes, sir. | According to the 
account of the Central Ontario System, with the results for 
the year ending October Slst, 1922, not definitely ascertained, 
but very closely approximated -- we are agsuming the results 
by departments --as follows; In the aggregate, for the | 
period from March Ist, 1916, the gas works showed losses of 
$108,430.62. ‘The Cobour water works showed a loss of 
$27,010.14. The Peterboro Radial showed a loss of 
$150,450.52. The Nipissing System showed a loss of 
$30,350.34. There was & logs on the sale of the Trenton 
Waterworks of $2,870.64. For power generation and 
transmission, you might term it the wholesale power 
department, eost of developing power and transmitting it 
wholesale to municipalities and to customers, the accounts 
show a loss of $374,947.44, 

Offsetting these there were profits fr or the sale of 
power locally in municipslities $451,085.39, , 

The pulpmill shownd a profit of $41,389.76, and 1 
the Trenton Waterworks showed a profit, up to date of sale, 
of $3,816.57. 

Phe net result being a les of $207,167.98. 

Up to October Slst, 1918, the profits or losses by 
departments were not es clearly defined nor as definitely 
determined as they have been since that date. 

Adjustments of the costsof powér developed and trens- 
mitted ware not made to a cost basis Bnd, therefore, those 
figures that I have given you by departments are subject 
to some slight revision which could not now, of course, 


be made. 
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THE CHAIRMAN: ge=*ou have mentioned the profits fro 
the local distributing plants. Could you give those in 


detail up to the Sist GQstober last year? A--Yes. 
COMMISSTONSR Re A. ROSS: Those are accumulated deficits, 


not for the year ? A--Not far the year. Those are the 


total figwres for the whole period. I am taking those 


figures on the basis on which the books were kept. These 
are the aggregate figures to October dist, 1921. The ee 
Belleville distributing system shows a profit of $115,142.77. 
Brighton local distributing system shows a prozit of 
Y2,808.47. Cobourg locsl distributing system shows a 
profit of $47,109.93, Lindsay shows a TE OnAb OL iy) 
$32,406.83. Newcastle shows a profit of $1,057.07 
Orono shows a profit of $1,093.83, Oshawa shows a profit of 
379,274.52. Port Hope shows a profit of $12,149.15. 
x“renton shows a profit cf 962,978.51. 

Then there have been losses, to October Jist, 1921, 
At Bowmanville $1,355.45. Desoronto 738.90. 
Millbrook $320.24. ‘Napanee #4,441.64. Newburg $3,388.13. 
Tweed $6,992.25, an@ Petervoro ¥174.10. 

The net income or net profit earned on the operation 
of this system, in the aggregate, to Sist October, 1921, 
was $326,610.17, and there was added further an egeregate 
profit for the year ending October 31st¢,1922, not yet 
subdivided by municipalities, amounting to $64,475.22, 


whichmakes up the total figures I gave you of $421,085.59 


to October Zist, 1922. 


THE CHAIRMAN: Q--Well, these municipalities that have 
been operating at & loss have really then been gett ing 
power at less than cost on the basis %2 which the books are 
kept?. A--Yes, on the besis on which the books are kept 


put, of course, on the books the power has not been adjusted 


to a cost basis in charging it to the municipalities at the 


municipal stations. 
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Ro On an arbitrary basis ? A--On en arbitrary basis, re 
Sir. It was adjusted in 1921 for the first time to a cost 
basis. 

COMMISS IONSR R. A. ROSS: 4--Mr. Bonthron, in the first 
place those are accumulated deficits and credite? 

Ae-Yes, sir. 

Qe-In the second place, if the power had bear charged for 
at cost then these figures would not have held at all? 

A--No, sir. 

g-~Supposihg you were running a business, and subdivided it 
into wholesale and retail sales, and you showed a tremendous 
profit on your retail sales on account of not charging up 
the actual cost of your wholesale, would that look to you 
to be a fair subdivision ? A--No, sir. 

Q--That is what occurred here, is it not ? A--In part, 
but in part only, since there has been a considerable 
amount of the loss in the wholesale depsrtment that resulted 
fromthe sales of power at fixed rates to companios, and to 
three or four municipalities, including the Municipality of 
Kingston. The loss in three years, in this pseriod, on 
those fixed contracts was $169,000, as was stated yesterday, 
so that there would still have been a profit on the power 
gold to these municipalities, because there is a profit in 
the power department, as a whole, of $46,000 to October 31st, 
1922, that is, after absorbing losses for over three years 
alone amounting to {169,000 on the basis of power at cost, 
under fixed contracts. Sc that, of course, in the aggregate 
somewhere the municipalities have been charged for more 
than cost for power, offsetting, to an extent, deficits 
from other operations. } 

y--So that, if it were possible, and you had a chance to 
make a re-statement of the whole situation and give the 


actual facts with regard to those vroperties as separate 
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. entities, you would change those figures ?  A--Yes, sir, wh:- 
is, if it were possible to changa them at this time. 

 Q--¥Yes, if it was possible to change them. 

COMMISS IONER HARRIS: Those municipalities that have 
made profits have got no benefit from that at all. ‘That 
profit that they maka is just throwm into the whole pot. 

THE CHAIRMAN: I think Mr, Bonthron said it went to meet 
the losses. | . 

A--It was used to offset losses from other operations. 
3~-For instance, Belleville made a good substantial profit 
but they did not get the advantage of it ? 

A--They did not make the profit, the Province made the profit 
on selling the power to Belleville. 

a~-~-Yea, but the profit was made within the confines of 
Belle “Wille? A--True enough. 

COMMISSIONER Re A. ROSS: Belleville has a fixed contract 
with the Government. ‘ 

COMMISSIONER HARRIS: No, they get it on the same basis, 

TH CHAIRMAN: The Government owns the local distributing 
system in Belleville? A--Yes, sir. 

COMMISSIONGR HARRIS: What I meen is, Belleville does 
not get that profit they made for the purpose of setting it 
up in reduction of their operation, and purchasing the plant, 
they get no advantage of it at alk? 

A--The Goverment acquired the franchise that was granted 
to the Blectric Company for the sale locally of power within 
the municipality of Belleville. 

COMMISSIONSR Re Ae ROSE: Q--Were the rates fixed ? 

A--Rates are named in that franchise. | 

4e-So that the Government is yuite within its rights, under 
its contract, in keeping those profits ? 


A--We assume that it is. It is a matter we cannot determine, 


and I doubt if the engineers can. 
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MR. IRELAND: -In the case of Bolle ville the only rate tc 
a flat rate. | 
COMMISSIONER R. 4.°ROSS; The profits derived from 
Belleville are profits derived from a contract entered into 
by two parties before the Hydro took this over ? 

A--Yes, sir. Por instance, power was sold in Belleville 
on rates pro¥iding for a fiat rate of $40 per hep. per edhe 
from 1 to 4 horsepower, and a rate of $25 when you got about 
20 horsepower. The meter rate provided for a service charge 
or standby charge of {12 per annum regardless of quantity, 
and for 14 cents per hp. hour on all power consumed, 
with domestic rates based at 1$ cents plus 3 cents per 
kilowatt hour less a 20 per cent discount, and a minimum charge 
per month of 50 cents. These were the rates named in the 
franchise. Now then, in place of that, there has been 
put into effect, and they are now being charged,- that 
is true of Oshawa. T do not know but what Belleville may 
be the same. However, that same situation is true of 
Oshawa. That was the Oshawa contract, for instance, that the 
took over. Now the Hydro has entered into a new contract. 
The Lighting is sold at 10 cents a kilowatt hour with a 
discount of 20 per cent, thie rate based on a lat rate 
of 10 cents a month. (Mx. Eonthron reads rates cherged 
in Oshawa under new contract ) 

I think Mr. Jreland it was that made the figures» 
We have got one illustration of that. These rates were 
compared by Mr. V.B.Coleman, the Locel Manager at Port 
Hope,for the month of March 1917. He shows in dollars 
how much the total power bill for the month would be under 
the old billing, ond how much it would be under the new 
billing method installed by the Hydro and they compare as 


follows; 
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| The 014 billing, that is, under the franchise, would 
have amounted in total to $2,076.37. The new billing, 
under the Hyéro contract was $1,819.97, and, therefore, 
thero was a sav ing to the consumers within the municipality 
of Port Hope for the month of March of $256.40 under the 
Hydro contract, 
COMMISSIONER HARRIS: Q--That was just Por held saht 
users? An~Yes, Bir. | 
4--Not for power users? . A--That is for total users, 
that is for power, commercial and residential, all rates 
chargede | 
a--Have you got those same comparisons for Belleville ? 
A--No, sir, we have only that one month to go on, but we 
have cases here. 
COMMISSIONER R. A. ROSS: That is the month of March. 
A--Yes. | 
MR. IRELAND: I might explein there, Mr, Chairmm, to 
make it clear why that comparison was made for that 
particular month. When the rates were changed the Port 
Hope Council became rather apprehensive that the new rates to 
be charged would cost them more money, and we assured them it 
would not, and then to make perfectly certain I had the local 
manager make up this comparison, teking the absolute meter 
charges for the month under the new rates and comparing them 
with the old rates, and this was given in Councile 
COMMISS IONGR HARRIS: Q--Well, now, would Belleville show 
the same difference ? 
MR. IRKLAND: It would show more of a difference, 
Mr. Harris, because the rates in Belleville were rodnaed 
more then they were in Port Hope. 
Q--Phe people in Belleville have stated that their rates care 
much higher now than they were before ? 


A--That is entirely incorrect, sir. The elleville 
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rat 8 have not been changed since October, in the period 
ending October 31st, 1917. 

THN CHAIRMAN: Are they cane now as they were thm ? 

MR. IRSLAND: ‘They are the same as they were on the 
lst of January, 1917, x 

COMMISSIONER R. A. ROSS: And you are not charging 
Belleville then the prices that you would be entitled to 
charge under the contract that was handed over to you ? 

MR. IRELAND; Oh, no, Mr. Ross. ‘The contract that wag 
handed over to us was for a flat rate of 1 eent for 
16 cep. lamp per night. 

MR. BONTHRON: That is why I made the statement that 
we could not tell you what the rate would have been, We 
do not know how many 16 a.p. lamps are now in use in 
Belleville, | 

COMMISSIONER R. A. ROSS: And in the case of some | 
individual or individuala there are certain old contracta, 
some of them running back for a great period of years, i 
made on all sorts of rates. Many of them were very 
much below standard rates. 

COMMISSIONER HARRIS; That is one of the grievances 
they seem to have. I think the statement was made, as I 
remember, that the lighting rates had been lowered but 
that the power rates had gone up. 

COMMISS IONR HANEY; Mr. Ireland, could you give us 
a list of all the motors that are used on your System ? 

MR. IRELAND: No, oir, I sould not. 

COMMISSIONER HANEY: You have not got that ? 

MR, IRELAND: No. 

COMMISSIONGR HANEY: I suppose it sould be produred ? 

A--It could, but it would sean a great doal of work. It 
would mean going into al] our customers factories ané 


q obtaining a list of the motors they have. Now, this power 
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is mostly sold on the basis of maximum demand, so that the 


actual connected load isn't a metter of so great importance 


as it used to be. Secondly, we do not keep any record of the 


motors customers have. 


COMMISSIONER HANEY: It may be important to this 


Commission before we are through with Gentrai Ontario. 


THS CHAIRMAN; Mr. Bonthron, you spoke just now of the 
charge that had bem made for power ? -A--Yes, sir. 
Q--In the case of thoge that show profit and those that show — 
losses you applied the same system in making them up? 
A--Yes, sir. i 
4--So that if there is a Jose in one there is a profit in 
the other, they are both made up on the same basis? 
A--Oh, yes, the same basis. 
THE CHAIRMAN: Mr. een is there anything you would 


like to say about those matters ir. Bonthron has spoken of ? 


MR. IRELAND; No, I don't think there is anything I 
want to say, Mr. Gregory. 

_ ‘THE CHAIRMAN: Now, Mr. Jeffery, you were going to 
Look up those estimates. 

MR. JEPFERY: They told us Mr. Gaby had left for here 
when they sent for mo. I have bean expecting him in any 
minute, | 

THE CHATRMAN: I think you were going to show us how 
that $345,000 Satinete was tiede up? 

MR. JEPFERY: Yes. The appropriation for the . 
Nipissing System was prepared and forwarded on May 25th,1922, 
for the 1923 expenditure, quite a long period ahead. It was 


passed at that time on estimates which had already been made, 
and which were made on the peak of prices. Before going on 


g With the work we made new estimates whichtotel $189,537. 


THE CHAIRMAN: What are those estimates of $345,000, how 


are they made up ? 
MR. JEPPERY: I was just going to explain that. 
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THE CHATRM&N: Go about it in your own way. 

MR. JEPFERY: The estimate of $345,000 was made wp, 
as sent in here $350,000, Bingham Chute development. 
Et states "This System has not sufficient power available 
for supplying North Bey and vicinity and this development 
is werranted", The total given for that is 4300,000. 
Then "Miscellaneous stations and lines with extension to 
Callendar Station, ete. $50,000." | } 

Q--That would be an extension from where, Bingham Chute ? 

A--Weil, there would be the extension to Callendar Station, 
and the extension to certain other etasions and lines which we 
had in mind on the Nipissing System. North Bay was in- 
eluded in that, increasing the capacity of that station. 
Now, as I said, this aporopriation was asked for on May 25th, 
1228 , on the basis of estimates which had been prepared at 
the peak of prices. ) 

Q--You say it up asked for, from whom ? 

A--From the Goverrment. That nomenclature "Bingham Chute 
Developymt” I think is somewhat in error, I heve talked to 
Mr. Gaby about that on the phone, and he says that not only 
includes Bingham Chute but it also included expenditures ~ 
which it was proposed to make in the other hydraulic plent, 
that is, the Provincial plant, to increase the capacity of that, 
to the extent that that would be possible in 1923, or would 
be carried on, and the difference between the estimates 
which we have now and that figure is explained by the 
axtensions to our present hydraulic plant being included in 
that, end being put in under the same nomenclature, which is 

somewhat in error, and also in the drop in prices between 
‘the time the appropriation was asked for in May 1928, and the 
time our estimates were prepared. 


Q--Meaning when ? A--Those estimates were prepared in 


august of 1922. 
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~1547- 
Q--There would not be much change between May and August? 
A--There would be some, 


Q--Were the amended estimates ent in to the Government ? 


A--The amorded estimates were not sent in, Cf course, we 
would not get the 550,000, in fact we never got it. 
Y--Should not the Province have an amended estimate ? 
A-~They do get them. 
s~-Ch, yes, but the estimate that you are basing your re- 
quest on is apparently, from what you say, an Gryem+-estimate ? 
A--In this case, yes, and it had to be made over a year in 
advanoe, 
Q--But when it was found it was an over-estimate, shouldn't 


corrected estimates have been sent in to renlace the earlier 
one ? A--Mr. Pierdon can probably answer that. 


MR. PIERDON: fhis will be amendeé by a further 
Supplementary estimate. That estimate of $35C,000 for the 
Nipissing was prepared in the spring of 1922, $300, 0C0, 
which was for the Bingham Chute. 

i--That was voted by the Legislature ? A--Yes,° Probably 
Mir, Gaby can explain it more fully than T can. 

Q--Of course, the Legislature hua only the information 
which you give them before them when they are nak ing 
appropriations’ “Yes, up to the present time. 

wy -You state you require for Gingham Chute that amount? 

A--Three estimates are submitted to the Province tsually, 
prepared by the Chief Angineer, 

¢--nhat ie the difference between the estimate of 
jugust end the estimate of May ? 

MR. JEFPSRY: The total here is $189,537. That is 
Bingham Chute alone, but, as I said, it aspears to be a 
misnomer in calling it Bingham Chute. ‘hat should include 
Other work. 


a--Yes, but if I were a member of the Legislature and 
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-1548- 
were reading that and asked to vote on it, I would 
only have the i..formation which you have given me, and 


conclude it was just what it said it was ? A--Yes. 

COMMISSIONUR R. A. ROSS: Q--I understand, Mr. Jetfery, 
that in order to Hendie the situation you were swapping 
machinery? A-~-Yes. 

47-As between the two plants ? A-~Yes. 

COMMISSIONUR R. a, ROSS; It would be difficult to 
explain that in any estimate of yours, in any reasonable way, 
I should think, 

TH CHAIRMAN: This was an estimate of the amount of 
money they desired the Government to pay over to them, and tm 
Legislature voted that {345,000 in actual cash without making 
any allowance for machinery. 

COMMISS IONGA k. A, ROSS: Yes, but they were taking 
machinery from the old plant and putting it into the new, 

THi] CHAIRMAN: Well, then, they isked tor so much money. 

COMMISSIONGR R. Ae ROSS: I presume it was taken into it. 

THI] CHAIRMAN; I think that was the actual cash they 
require. the Legislature to give in addition to the old 
machinery. 

COMMISSION.R R. A. ROSS: I am talking sbout the Bingham 
Chute total that is put in that document. Could they 
have explained ther methods in a document of that kind when 
they were, as a matter of fact, supslying machinery from 
one plant to another. 

THR CHATHMAN: I am just seying they asked the 
Legislature to vote them $345,000 cash which they wished to 
use in addition to snything which they might have. Now, they 
find they do not need go much. 

MR, JEMZCRY: I would not say we do not need it, but 
we won't use it for that perticular development misnamed here 
Bingham Chute. 


THE CHAIRMAN: It does seem to me that where you are 
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~1849- 
asking the Legislature to vote you money they should have 
full information and full particulars as to how that money 
is going to be wed. 
MR. JEMPERY: I believe Mr. Pierdon prebably can 
explain it better than I can, but I believe the Commission 
Sive the Government such information and such detail as they 


ask for. They do not want all of the details that we would 
have in those estimates, but they can get as much detail 
as they wish at any time, | 
COMMISSIONER HANEY: If you take your old plant from 
another system you mere have to provide money to pay the 
other system? A--If we took it from another system, but 
this is from the same system. It is transferring it from one 
generating plant to the other. 
gr750 that you would not need any money to vay for this 
secondhand plant ? A--No, no new money. 
COMMISSIONER R. A. ROSS: We have been criticizing you 


for under-estimating before, and I am glad tozee you are 
over-estimating now. 


CYINISSIONER HARRIS: Why? 

COMMISSIONER R. A. ROSS: . To even it up. 

MR. JHFFURY: Well, of course, you have tobear in mind 
that we do not get this money until ve spend it, ana the 


money that we do not syend out of this a »ropriation goes by 
the Board, and it is all included in a new estimate which 


will be put in next year, 
THY CHAIRMAN: 3--But the Legislature has voted that 
on the strength of that statement ? A--Yes, 

Q--And it really should not have voted as much as that for 
that particular purpose? A~-They really should not, 
sticking right with the strict word. 

qa-~But there has been criticism, you lnow, of the 
Legislature making aspropriations for one nurnose 


and they being used for snother, and wae understand that when 
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-1550- 
the Legislature made an appropriation they made it specifically 
for a particular work, and they did it in that case, but 
they were furnished with an estimate which, on that basis, 
was distinctly higher than it shoubd have bem. 
COMMISSIONER HANEY: Can you tell the exact amount of 

money that was expended for power development separated 
from transmission lines? 

&--In this development ? 

4--Yes? A--Well, we have our estimetes split up, that 


is, we have the details of the #167,000,dan, forebay, pipe 
line, power house, super-structure and hydraulic equipment 


as compared to cost $123,000. Superstructurs for two 
generating units. It is here in considerable detail, 
including heating, lighting and plumbing, the generator, the 
switching equipment, the protective ejuipment, well, that 

is in general ¢hat if avers, £66, 537670. | 

Q--So that the §169,000 does not include any transmission 
line at all ? A--No, only that was included in the other 
here, miscellaneous stations and lines $50,000. ) 

3--Can you tell the amount that you have charged now to 
your generating station corresponding to the 9189,000 ? 

A--Well, there is very littie of this spent yet. 

Q--No, no, lam not speaking of tha’, but prior to this 
expenditure ? A--We could get that. I don't know what 
it is offhand, 

q--What I really went to get is the cost ver horsepower at 
the point of development ? A--l haven't pot that figure here. 

j--That is, when you have your 3600 h.n. developed with 
this expenditure, you can get that ? A--We can get that. 

THe CHAIRMAN. Q--Mr. Jeffery, who signs thore estimates 
that are submitted to the Government ? 
A--Mr. Gaby forwards thase through the Commission to 
Col. Carmichael, he signs them. 


Qe-eMr. Gaby signs them, they don't go forward from the 
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-1551- 
Commission? A--They go forward, I believe, under their 
instructions. 
Q--Under the Commission’s instructions? A--Yes. 
g-~And would they be dealt with in the Minutes of the 
Commission ? 
MR. PIERDON: Yes, sir. 
MR. JEF#ERY: That is a matter Mr, Pierdon knows more 
about than I do, that is, the details of ze tting money. 
TH CHAIRMAN: Q--So it would be submitted by Mr.Gaby, 
would it, to Col, Carmichael? A--Yas, sir. 


y--And then the Commission would pass on it and send for- 
ward @ request to the Government for that amount ? 


A--We usually send it to Col. Carmichael. 
Q--With accompanying lester? A--Thore is a letter to 
Col. Carmichael. 

Q--Would that be the only communication that passes 
between the Commission and the Government upon that estimate? 
MR. PIERDON; u would not like to say. It may also 

have been sent to the Fremier, a cony of it. 
THE CHATHMAN: Would you find that out, Mr. Pierdon? 
A--Yes, sir. | 

THS CHAIRMAN: Could yor lst us kmow today, let Mr. Bower 
know today and send hin a copy of any other communication ? 

MR. PINRDON: Yes. 

TH! CHAIRMAN: How does that communication read, 

Kir. Jeffery ? 

MR. FTEMPERY: "Re estimate 1923. I am herewith en- 
closing two copies of summary and estimates in full for the 
fiscal year, November 1st,1922, to October 3lst,1923, which 
were duly taken un at the meeting of the Commissioners this 
morning and acyroved. These exvenditures are, 48 near as can 
be estimated at the present time, for the work which the 
Commission expects to have in hand ¢111 1923, 


Yours truly, 
¥.4.Gaby,Ch. ing ineer." 
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4--3t does not refer to the undertaking at all, ry Area not 
refer to the work at Nipissing? A--Well, it is more than 
that, the heading of it igs mstimates of Capital Hepene tures” » 

That is the total, you see. 

i--But that is the total for the whole Province ? 

A--This is the Niagara System aha all the different Systems. 

Q--And how does the item for this Nipissing System read in 
that statement ? A--Heading, "Nipis s ing System $350,000, 

No. 1 Bingham Chute Development $300, 000. This System has | 

not sufficient power available for supplying North Bay ani 

vicinity and this: development is warranted. No, Rs 

Miscellaneous Stations and Lines, $60, 000, and & xtensions 

under that, Extension to Callendar Station,etc., total 
$350,000," 

COMMISSIONER HANEY: i--Weudid not correct tht in any 
communication to the @ *ernment after you had determined 

that the amount asked for war Pena caeeril 

A--Not that I know of. 

COMMISS ION"R R, A. ROSS: At the time you made that | 
estimate had you made borings, and &11 that sort of. thing, 
in connection with that development? 

MR. IRELAND: No. At the time that estimate was meade 
there was just a preliminary reconnaissance made, I believe 

4 that that $300,000 wae intended to cover the necessary changes 
in the Nipissing plent as well. 

THE CHAIRMAN; That is the plant ~ou are at present 
operating ? 

? MR. IR{LAND; Because one of these generators was going 
into the Binghan Chute development, in fact two, and the 
$350,000 really covers all changes in the old Nipissing plant 
aS well as the build ing of the new Bingham Chute plat. 

THE CHAI MAN ; Why wasn't it indicated in that ? 

MR. IRSLAND: I don't mow. That is a matter for the Ghio= 
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Engineer to say, but that would be my understanding of it. 

Q--Wouldn't he have details upon which he would arrive at 
that $300,000 ? Aw~Yeas | 

Q--On what would that estimate of 3300,000 for Bingham Chute 
be based? A--That would be basad on the estimate for 
Bingham Chute which was, I believe, at that time, a little 
larger -~ 

Y--Larger than $300,000 ? A--No, no, larger than 
wl89,000, and the necessary changes in. the Nipissing plant. 

j--Who signed thet estimate ¢ A--Well, they are gotten 
out by the different Departments, the Electric Department, 
the Hydraulic Department. Hach cover their own work, and 
those estimates were submitted to the Chief. 

j--Are they signed estinates suhmitted to him by the 
Departments ? A--YeSe 

Q--Have you got them here ? 

MR. JEFFERY: No, they will be on file. 

MR. IRELAND: You 806 that is signed by Mr. Brandon, and 
this one here is signed by Mr. Ackers, covering separate 
parts of the Bingham Chute development, | 

THI: CHAIRMAN: wrelwhat is that one signed by Mr.Ackers? 

A--That is the $123,000 for tie hydreulic end of the Béngham 
Chute development, and the one signed by Mr. Brandon is for 
$66,000 covering his end of it. There should be a still 
further estimate covering the changes. 

Q--What I am speaking of was the one that was sent in to 
the Government. Where are the details showing how that wes 
arrived at ? A--The details of that will be available 
tn the files. 

COMMISSIONER R. A. ROSS: So that you will have an 
additional amount to that {189,000 which you will have to sené 
in to the Government as % work order to make your changes 


in Nipissing ? A--Yes. 
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Q--Which will add to that ? A--Yes. 

‘THE CHAIRMAN: Q--How do you account for it, if you 
had estimates for improvement on the old plant, that they 
were not included, or stated in your evidence ? 

A--It is rather a complicated situation there, because the 
two developments are more or less tied together. The cost 
of the generators is already in the capital cost of the 
system. Those were to come out and go in the Bingham Chute 
development and, therefore, would not be new capital. 

No capital would have to be provided for the new generators 
for the Nipissing plant, so that it might have been given a 
little more fully there. 

Q--Are these estimates signed by the different officials ? 

MR. JESFERY: They will be, I exvect. 

THE CHAIRMAN: Were they signed at the time that 
#300,000 estimate was sent in ? A--I expect so, I will 
nee it up. 

Q--You will look it un, Mr. Yeffery, and let us have it 
today? Ao-Yas. 

a--What about Chaudiere, have you sot those? A--Yes. 

I brought Mr. Hogg up. He hag all the details, and he can 
explain that a great deal better than I can. 

THE CHAIRMAN: How long will it take, Mr. Hose? It is 
just about one o'clock now and we were not going to meet | 
this afternoon. 

MR. HOGG; Pifteen minutes, I should think, Mr.Chairmen. 

THE CHAIRMAN: The Mayor of North Bay came here yesterday 
and urged upon us, from the standpoint of North Bay, that We 
should recommend a development at Chaudiere, and he said, 
and we were told, I think by Mr. James, that en estimate had 
been made of the cost of development there. Have you made 
such an estimate? A--¥Yes. There are three possible 
sites on Eg rere There is a total fall of 
approximately 60 feet from Lake Wipicsing to Georgian Bay, aru. 
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~1555- 
that is covered in three possible developments. The use of 
those developments, or at least the concentrations of head 
will, of course, have to follow the plans of the Department 
of Railways and Canals in Ottawa based on navigation conditions. 
They have estimated three locks, one at Chaudiere, one at Five 
Mile Rapids, and one at the Dalies, which is the closest 
to Georgian Bay. The situation there is rathor complicated. 
The most economical development is that at the Chaudiere,. | 
£¢ present, there is an available head there of about 28 


operated 
feet,since Lake Nipissing now is being/at abdut 6 feet lower 
head than what it will be ultimately when navigation require-~ 


ments are taken care of -- 

j=-Did you estimate that 6 feet in the 60 fect you 
mentioned ?. Aw~-Yes. 

g--So about half of it is at Chaudiere? A--About half of 
it is at Chaudiere. Now, from 28 to 32 feet would be the 
available head at Chandiere under present conditions, that is, 
with the present — water conditions. The water level 
at the tail water wv that development at prosent would be 
around an elevation of 6.14, while the head water today 
sould be carried at 6.42, giving an available head of 
28 feet which, at a later date, would be raised to 32 feet, 
when the water level of Lake Nipissing was raised, when 
the navigation requirements are taken care of in that river 
and the dam ig installed at Five Mile Rapids, to drain out 
Five Mile Rapids, the tail water of the Chaudicre plant will 
be raised 10 feet, from elevation 6.14 to elevation 6,24. 
Bt will tate off 10 feet of head from the unper development. 
Et will be Beas sunny to develop the five mile development 
and 22 to 24 feet of head would be available there, 5D 
that, in those two developments, thare is a combined head 
of from 44 to 48 feet which, if developed 
separately, by first developing Chaudiere, you would obtain 
from 28 to 32 feet in the one development. So that the 
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Chaudiere is a very good development, it is a logical place 
tO start, on account of the higher head obtainable on the 
first development. 

Our idea in the development is to use the presont dan, 
to build a@ canal and tail race along the proposed lock of the 
Georgian Bay Canal. The development would have, of course, 
to be in accordance with navigation requirements at a later 
Gate. The design would have to be approved by the Department 
of Railways and Canals. With that in view, you would have to 
build a plant, put in turbines and generators to use the 
available power from that 30 foot head development, which, 
at a later date, would be changed to 22-24 feet. 

We paid a good deal of attention to that phase of it, 
and we decided it would be possible to put in turbines 
operating at a 30-feot head and delivering 3000 h.p., 
four 5000 h.p. ur its delivering a total of 12,000 h.p. 
under the 30-foot head. At a later date, when the Five 
Mile Dam was installed the tail water would be raised 10 
feet which would take off 10 feet from the upper develooment, 
and would be necesa:ry to change the units. 

THE CHAIRMAN: What would you substitute ? 

A--We would retain the same generators, that is, retain 
the same speed of the unit. It would mean no change in the 
peherating unit, but the substituting of "°° sneels which 
would run at tha same spsed, but generating only 2500 hep. 
instead of the original 3000. We took that up with 
the turbine manufacturers and they agreed that it was quite 
possible to do that. 

COMMISSIONER R. Ae ROSS; Change the rumer only ? 

A--¥Yes, and preserve the same generator and the same speed. 
The final hep. would ba 10,000, the original h.p. 12,000. 

These ostimatos were first prepared back in 1916 or 1918, 


and they were revised again in 1921. You have the same 
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units and the same power. Today, a little over a year since 
that estimate was prepared, conditions have changed very 
materially so far as water wheels are concerned, and if 
We were preparing that estimate today we would use an entire!: 
different unit. We would use a water wheel with a much pecs! 
speed. The Speed used on those machines was sround 80. 
It is possible, on account of the development of the art, 
to use water wheels which would give us a specd of 150, under 
the sane conditions, and use 3 units instead of 4, which will 
very materially cut the cost of the development, so that the 
estimates which are given here, I believe, do not represent 
the conditions as they exist todsy atall. 

THE CHAIRMAN; Q~-They might be changed very much 
between now ang the time you built it? A--Very naterially. 

Q--Ef you had put in this original water wheel you would 
have had to take it out ? A--Not necessarily. We would 
have installed those to use with fom generators at an 
80 R.P.M. speed, where today we would use three generators at 
a 150 R.P.M. speed, a greater capacity. 

Q--Th. shange in the wheels shows how quickly anything 
in connection with electrizal development may change? 

A--That is a particular instance, on account of the low 
head This wheel hss been very very reoantly perfected. 
Investigation has been going on for some years, but it is 

only within the last 9 months that it has been »vut in shape 
go that engineers would be warranted in advocating us using it. 
This same type of wheel is being used by the Winnipeg River 
Power Company at their new plant on the Winnipeg River. 
COMMISSIONER R. A. ROSS: Q--An equivalont type ? 

A--A very Similar type. 

THE CHAIRMAN: Q--But there is vost progress in all 
branches ? A--3 think there will be development along 


that same line for perhaps a few years, but we are nearly 
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the end again of that type of improvement. 
COMMISSIONER HANEY: What is the total cost ? 
. A--I have got here the estimates on that de velopment, 
I am only prepare., of course, to speak to the hydraulic ent 
of the estimates. The electrical end is prepared by 
Mr. Brandon, and {f am not conversant os it. I have the 
figures here. I am not prepared to say how much, under 
present conditions, that estimate of his might be cut dom. 
THS CHAIRMAN; Q-- Was his made at the same time your 
last estimates were made ? 
A--Yes, they were both made at the same time. In the 
estimate for Chaudicre, tris includes also an estimate on 


the Pive Mile, because the °8**™9¥e 


covered a request for 
20,000 h.ape, which could not be obtained at the Chaudisere alon 
%% necessitated the development of the Five Mile, | 
COMMISSIONSR R. A. ROSS: Q--What would the Five Mile 

give you in addition to the LOR COC Ts 

A--The two together, that is, the Chaudiere will give 
you 12,000 elesur tos horsepower by itself. The two 
together would give ‘around 18,000, 

j--That is 6000 for the Five Mile and 10,000 for the 
other ?¢ A--Yes. Now, in the Chaudiere development, by 
iteelf, ...a very big element, or considerable of an 
element was the 57,000 yards of rock excavation. At the 
time this estimate was prepared, August 26th, 1920, we 
had the figures available for the Nisgara development, and 
we were operating right at the peak of costs. This 
estimate was made in the Light of that fact. You will 
notice that, for rock excavation, 57,000 yards, we have 
estimated at $6 a yara. I think today that that reasonably 
could be cut right in two, down to et least $3 a yard, 
perhaps less than that, 42,50 would be a fair estimate 


perhays today for rock, and the balance of the work is very. 
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much the same, reinforcod concrete at $37 a yard. 

a--Whet could you put that in at now ? A--Well, today 
at the Niagara intake the contract price of that concrete 
was around $5 a yard, we furnishing the material, at a 
cost of, I should say, about $8 a yard for that concrete -- 

COMMISSIONER HANEY; Q--Do they make any money at the 
intake ? 

A--I would not oare to Saye 

4--How many yards of concrere were there ? 

A--17,500, about 25,000 yards of concrete in alle I should 
Say a fair estimate price today for mass concrete in that 
locality would be around about $12 a yard, and for reinforced 
concrete $20 a yard. Now, the figures that we used here 
were $25 for mass concreto and $37 for reinforced concrete, 
so that these figures are, undoubtedly, very much higher 
than would be used today for estimating purposes. 

jy--How much reinforoed concrete had you ? A--6500 yards. 
The turbines we have estimated at $15 a horsepower. I 
believe today the total cost of generators and turbines 
is less than $15 at Winnipeg, around sbout {12 or $13, so | 
that that figure is undoubtedly high. They are bigger units, 
of course. 

Q--How much will thet amount to in total ? 

A--12,800 horsepower, 

j--120, 000 horsevower 7 A-~-Yes, we hive :0t 192,000 
horsepower. 

Q--Generators 7 A--The generators, I am not prepared to 
gay. I can give you the figure, but 1 am not prepared to 
say how much they can be out today. 

THR CHAIRMAN; Q--You are speaking of your Vigures ? 

A--The total estimated cost of the hydraulic smastruction 
was $2,103,000. | 

COMMISSIONER HANDY: i--How much did you put in there 
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for the generators or the electric equipment ? 
A--The total cost of the generating station was $1,217,000. 
THE CHAIRMAN; Q--Did those two comprise it all? 
A--Those two comprise the Chuudiere development. 
2--and what reduction .ould you make in those now ? 
A--Well, without going over those carefully, I would 
say that they would be cut in two. 
Q--That would make it about $1,050,000 ? A--Yes. 
COMMISSIONER HANEY: You could not do it for that. 
A~-You sce there are engincering contingencies 20 per cent 
in that. I think legitimately that estimate could be 
out aonroximately in hulf. 
d--Tou could not do it, that is, if your estimate of 
$2,100,000 -- you could not do it for legs than a million 
and a hal’, accordingto the latest figures you have given 
us ? A~-2¢ would certainly mesn a very considerable 
reduction because, as I say, this estimate was made in the 
latter part of 1920, in the light of the high cost of every- 
thing at that time. 
COMMISSIONER J. A. ROSS: Q _-Why did you get that estimate 
out ? A--I am not just sure. I think it was in thnnection 
with the deliveryof 20,000 h.p. for the municipality of 
Sudbury. I believe it was in comnaction with a request 
that was made for power for one o: the nickle industrics. 
Under the conditions existing there transportation ks 
very easys Mater ial conlad be laid at North Bay and taken 
across by scow, and landed right on the site of the develop- 
ment, no difficulty sbout building a railway siding or 
anything of that nature. With the conditions existing there 
today I believe that development could be installed, and 
. the generating station and equipment ready to deliver low 
voltage power for from$125 to 4130 a horsepower. 


COMMISSTONSR R. 4. ROSS: Do your hydraulic estimates 
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include the wheel ? A~-Yes. 


THE CHAIRMAN; .i--You are giving that on the 12,000 
horsepower * A--Yes. 

COMMISSIONER R. Ae ROSS: w--aAnd in vour hydraulic 
development you have changed your wheels from 4 to 35, thus 
securing higher speed, and your »vower house construction 


cost cames down in proportion ? A--¥Yes, Thai means that 
the capital cost per hep. will fo up once the Five Mile 
is developed. The economics of the development change 


entirely once you develop the Five Mile. The economic 
condition there today is different. It will cost nearly 
as much to build the Five Mile development as if will to 
build the Chaudiere, end you only get an additional 

6000 hep. 

COMMISSIONUR J. A. ROSS: There is nothing definite up 
there now for this capacity, is there? A--I think the 
North Bay load runs somewhere around 159C or 1490 . 

TH CHAIRMAN: Sixteen hundred. A--And we have got 
am installed capacity of about 2000 horsepower there now 
which will be later changed to around 3500 horsepower, 

That will’ de the ultimate capacity of the Nipissing station 
with about 1200 hep. at Bingham Chute, 3600, There is & 
total capacity on the Nipissing of around 6000 h.p. if all 
plants were developed and with additional storage development. 

QeeThe question of ice came up yesterday, and we wore told 
that ice freezes there sometimes to the bottom of the dam? 

A--Where ? 

Q-- At Bingham Chute? 

COMMISSIONER HANEY; That is in the storage. 

A--We have been operating the Nipissing plant -- I don't 
know where that informtion came fron, but the Nipissing 
ylant has been operating for the last ten years, and delivery 
ing to capacity right along, end there has been no trouble 


go far ag ise is concerned. 
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THE CHAIRMAN; Q-- Delivering to the full capacity? 
A-~-Yes. 
COMMISSIONER R. A. ROSS: I think what was said was, 
your storage is so shallow that it would freeze in the winter- 
time and you would not get it dowm? 


A--We have instelled on that river, five or six storage dans, 


two years ago when the load began to get too great for the 
capacity of the plant. We could not ashivee rouse from 
| the station and, at that time, we had to provide storage, 
and we have succeeded in getting the water dow. It is a 
| matter of operation. You cannot vary the amount of water 
during the winter. If you vary it from day to day you are 
| going to be in trouble because it simply spills out over 
the ica and freezes, but if you keep the same amount coming 
dow there will be no trouble about ice conditions. 
g--So the total of those two figures, as I have got them 
here, is about $3,200,000 ? A--Chaudiere generating 
station, summary of equipment $1,217,000. Chaudiere 
| Hydraulic $2,103,600. 
THR CHAIRMAN: Q--Is there anything more, hir. Hoge? 
A--I think that is all. ‘These estimates are available 
if required. These renarks are made in the light of qualify- 
ing the estimate there, because I d0 not believe the 
estimate meens anything today. 


: 

] 

. 

f . 

; COMMISS8ICNR HANEY: Q --four judgment today is about 

a 

| 6135 a horsepower at Chaudicre? 4--Yas, for low voltage power. 


COMMISSIONER HANEY: Thet would run the cost over 


ere) 
4 800,000. 
THE CHAIRMAN: We will adjourn now until 10.90 


tomorrow morning. 


manne ae wera ew ee 


(The Commission adjourned at 1.25 p.m. , Wednesday, 29th 
November, 1922, t111 10.30 a.m. Thursday, 


30th November, 1922) 
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